Approved ,Eg-r Release 2000/04/17 : CI.A-RD,E7;9T01049A000100080001-8

Approved For Release 2000/04/17 : CIA-RDP79T01049A000100080001-8 ~



o " Gy & Oftfo - STATINTL
s Approved FMeleas%o%Mdﬁqu&MmQAoomoooa

Frojest: (- _OFFICE OF REP(RTS AND ESTIMATES

From: Fublications Division, Projeets Flanning

Subject: Uo\mm&;ﬁ\ﬁ %M& won o8 shead, m&x}sw

m*gm \‘(&e{w’\'\c_&~ ( \<- l06'7>

Ergilems To egdoniede \M&A\j‘ y o Swedief ‘
m&ss;\“f] 4; tm&\nm\i?::ﬁ’\@‘& t&% o oS e

o The Eddm s o Be vesed ta Nevras QmY\quc
M‘mts Ko eMary Sodl oy el ol m«QQ\o\medoQ&(

N mﬁﬁ&a&x&&:%&&&ﬁ%w
Graphics w:1L.:f;‘ a bih\% % ]

EMMWW&M‘G‘Y\'%;«QD—QZQ&MU

Draft due im D/Pyb: R Mowch $D CN&&\L%‘S kec&uei's ceaefed ‘«D(Pob
on 2l &BY $2) .. .

Approved For Release 2000/04/g/:c|A-RDP79T01049Aooo100080001-8



t

Approved For Release M)omn 7.1 CIA-RDP79T01 0491000800018 " =

e

30

i ity
g ut;;." %"J

Approved For Release 2000/04/17 : CIA-RDP79T01049A000100080001-8



N ‘ Approved For:‘RéI‘ease 2000/04/17 : CIA-RDP79'Y¢" 049A00010008Q%I484

- - | SECRET

10 February 1950

MEMORANDUM FOR: D/Pub, ORE

25X1A
SUBJECT ¢ The Vulnerabllity of the Swedish
Iron and Steel Industry to Economic

Warfarse,

1., It is requested that this office be supplied
wlth an estimate of the vulnerability of the Swedish
lron and steel industry to economic warfare.

2. There has been a 17 February 1950 deadline
established for this information,

S« Your cooperation in thils matter will be
very much appreciated.

25X1A

Act hlef, Intelligence Support

Reference: _ 25X1A

SECRET
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D/Pub 10 April 1950
D/Ee

IP7i--Vulnerability of Swedish iron and steel industry

on Qrﬂ'

Bweden has an estimated reserve of two billion tons of high-grade magnetite?

jropn are with a metallic content averaging: about &3 per cent and representing

gbout 3 per cent of the estimuted world su,ply. The deposits are found in three

regions, The oldest production area is the Dergslagen area of central Sweden
where ore of low phosphorous coutent used chiefly by the domestic iron and steel
industry is mined, ghe most recegtly developed minea—~and the least impertant-—-
are in the StellefteX region of Vasterbotten.

The greatest ore region is in Lapland at Kiruna and Ggllivare, north of
the Arctie (ircle, where 80 to 90 per cent of Sweden's iron ore is located with-
in &n ares of 8000 square kilometers. The Gallivare deposits are estimated at
250 million tous and those at Kiruna at over ome billion tons, The mines are
shiefly cpen-cut mines although part of a present expansion jrogram includes a
partlal changeover to more extengive underground mining. Operations {including
dightiug necessary during the long winter nights) are dependent on hydroelectric
poser, The Kiruna area has a population of approximately 15,000 persons most
of whom are connected with the mining operations,

The mines in the Kiruna area are operated by Luocssavarra-Kirunavasra AB

which iavqlgfrglled 50 per cent by the Swedish State znd 50 per cent by OGranges-

berg-Oxelun
of the mines im regulated by e State controlled quotas aystem and is dependent
prizerily on the export market, since only a small proportion of this ore is
sonsumed domestically., State-owned singlg-track electric railroads garry the
greaier part of the export ore 115 miles to the Morwegian port of Narvik, which
. 1z ice free the year round, and the balance to Lulef, which is icebound during
~ the winter, on the upper part of the Gulf of Bothnia, The port facilities at
" Bervik have been adequately expanded, but exports could be limited by the
gapacity of the railroad, whose original capacity Las been expanded by building
additionzl sidings along the line. Operations could be brought to a virtual
#tandstill by disruption of the hydro-electric plants at Porjus, Sweden, and
Rygeard, Norway, ng{‘ _supplies the power for the EKiruna mines, the city of
Eiruna, the Kiruna-Luled electric railway and half of the Kiruna-Narvik line.
The station ai Nyggard supplies the power for the city of Narvik, its docks,

and the remeinder of the railroad from Kiruna.

‘Total Swedish iropn ore production in 1948 was 13,287,118 retric tons;
11,518,000 were exported during that yeer and 12,784,000 were exported in 1949.
The thief importing countries of Swedish iron ore in 1948 wers az followsg
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iump ore (Hetric tons)

i} 4 : 3,182,136
Belgium 1,866,479
Uermany (British-American zone) 1,316,501
' LUrg 1,428,523
Czechoslovakia 88,677
Poland 595,717

Virtuslly no iron ore is imported by Sweden.
Iron and 3tesl Industry

Reference i3 made to the Situation Report on Sweden, pspes 30 to 34, for
basic information on the iron and 8 teel induatry through 1947 and part of 1948
and for general information eon objectives of the postrar expension program,
Production of iron and stesl increased during 1948 ant, 1549. Pig iron pro~
duction in 1948 amounted to 754,300 metric tons and in 1949 to 801,000 metrie

. tens., Production of steel ingots and castings reached an all~time peak in

1949 at 1,366,400 tons compared with 1,256,900 tons in 1948 and the ocutput

of rolled and forged steel rose from 888,000 metric tons in 1948 to 946,400

tons in lg&?. The estimated domestic consumption of finished steel in 1949

was 1,524,000 metric tons. Sweden concentrates on the production of high-

grade steel and therefore must import lower grades of iren and steel and semi~
finished products, Thus in 1948, 100,226 metric tons of pig iron were imported,
principally from the Netherlands, the US-UK Zones of Germany, Finland, and

Austris, Slightly more than 5,000 tons were imported from each Poland and the

USSR,

Finished steel imports in 1948 amounted to 616,700 metric tons. The United
States was the largest supplier of ateel plate, furnishing roughly 110,000 metrie
tong out of total importas amouniing to 208,870 tons, Other principal suppliers
of steel plate were the UK, Belgium, and Luxembourg, Austria supplied approx=-
imately 14,000 netric tone, Cszechoslovakia 13,000, and Poland 5,000, Imporis
of warm rolled iron and eteel and products thereof amounted to roughly 252,530
metric tons supplied prineipally by Luxembourg, Belgium, #nd the UK, with ap-
proximately 12,500 tons imported from Czechoslovakia and 11,700 tons from
Poland., Belgium, the UK, and the US were ths primary sources of cold rollad
and cold dram steel amounting to 20,127 metric tons, Belgium, Luxembourg,

the UK, and the US in the order named, were the chief sources for other fine
ished steel products,

s ket el % ot
8wedish exports of iron and s elppre relat{vely Insignificant in com=

parison with production and imports, amounting only to 129,800 matrie tons in
1948, including 20,000 tons of #3g iron and 94,700 metric tons of rolled and
forged steel, Pig iron was exported primarily to Belgium, Switzerlend, France,
Italy, and Czechoslovakia., Other iron and steel erports were spread out be-
tween guch & large number of countries that it is deubtful thet any single
country except the US received greatly in excesg of 5,000 metric tons, ¥inor
quantities were exported to Esstern Europe,

'L
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Centralization of the iron and steel industry from hundreds of smsll iron
works scattered in forest reglons begen in the 19th century. The Uddeholm
Company commenced this development and today is one of the largest companies
in Sgeden. All of its industrial plants and lands are located in the province
of Varmlsnd., It omns nearly 1,200 square miles of land from which most of its
rvaw meterials are obtained., In addition to the production of iron and steel
it also jroduces wood products such as pulp and iimber, and electro-chemical
products, Its metal operations ara concentrated in four plantss Munkfors Iron
Works, which specializes in cold rolled end stainless steel; the Hogfors plant
which was erected near the old Uddeholm Ironworks and was designed for the
- Besaemer process of steel production; Storfors, which specialises in the manu~
facture of pipes and tubing; and Nykroppe.

Besides ihe Uddeholm Company'a planta there are only three other atesl
plents in Virmland; Lesjbfars (ateel cables), Bibrneborg (caatings and wrought
iror goods), und Deperfors,

In the province of Dalarna, 3tore Koppervergs Bergslag replaced 19 of its
old plants with the Domnarvets plant which is undergoing extensive expansion snd
wiil have the largest steel ingot capacity in Sweden, Like the Uddeholm Company,
8tora Kopparbergs bBergslag engaeges in many cperations in addition to those of
the ironworks, and its wetsl operations include not only the production of pie
ireon and gieel but aldo seml-finished steel products, The Swedish Government
owns the Norrboiten steel plant at Lulef which is alse expanding its produectiom,

In manufactured products such as steel plate, rails, rods, ets,, the
Sandviken Company,leads the iron ana steel industry, but is closely Pollowed
by Uddeholm, Lesjofors, Dommarvets, and Fagersta.

Hany of the larger compenies in the machine shop industiries own their mines

&nd ironworks whioch they have converted or expanded to suit their apecialty
production. The Motale Machinery Company and the Hykgping Machinery Company
bave owned ironworks and rolling mills fornmany years. Other large companies
which followed this example are ASEA (Allmanna Svenska Klektriska AB) and SKF
(Bvenska Kullagerfabriken--Swedish Ball Bearing Co.), Awong the ASHA prop-
erties is the plant at Surshammar, where a silicen alloy plate for electrical
uge is made, SKP hes expanded the steelworks at Hofors to manufacture special
stesl for ball bearinga, Other large Swediah companies in the machine-shop

field are the L, ¥, Bricsson Telephone Company, AB Separator, Atlas-Diesel,
and AB Qasaccumulator,

Immediately after the war, Sweden commenced sn extensive program to expand
1ts iron and steel industry in order to increase its gell~-sufficiency in those
eomnodities, In conjunction wi'h that program and a8 an essential part of its
recovery program, Sweden is als. expanding its engineering industries for ihe
ultimate purpose of incressing the ratio of exported manufactured products to
raw materiels., While Western countries will be eble to absorb most of the in-
oreased syports from the engineering industries, the Swades consider the USSR
and its satellites ay an essential long range merket. Such exports to Esstern

Eurcpe are also an important bargaining elemsnt for Sweden in obtainin impor
of considerable economic value, e h
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Kon-Ferrous Metals

Bweden is deficient in non-ferrous mineral resources, many of which are

ssgential in stesl meking.

Due to & lack of solid fuel, domestic smelting of

non~fErrous ores, in some instancea is uneconomical, even though the mineral

is domestically available,

The general practice has been to import the metals,

often exportin_ the ores in exchange, exaspt in times of emergency such as

existed duvring World Waer II.

bt pone have hoen produced since 1945,
“and sopper concentrates are shipped to Belgium for smelting and then returned to

Sweden in the form of metsl,

Both zine and nickel were produced during the war,
Considerable gquantities of zinc, lead,

Small depoalta of chromite exist in Sweden, but

atteppts to utilize this ore were also abandoned in the postwar period.

Eon~ferrous metallic ores produced in Sweden in 1947 were treated at 19

soncentration planta,

are shown in the following tables

MINES PRODUCTING

Bodermanlonds
- B¥era Utterviks-—
gud Stromhult

Ostergotlands
mtet

Baggetarp

Yarpland;
Tengban

Oredros
Emmebergs sink=

gruvor
Kavsltorpsfalt

Lijusnaratergsgruv=
fall
Txsjobergsfalt

¥estaanlands
feaF:104

¥o berg s
!ﬂ- o gruva
Skyttgruvefalt
Kalvbaokafalt

Lovasfalt
Gerpenbergg odal~
falt

8exbergsfalt

Clang of (res

Hanganess

4inc
Tungaten

Hanganege

#ino

Lead, zlnc, and
aoppey

lead, zine, and
aopper
Tungaten

Zine and lead

Pyrites

Zine

4inc, lead, and
pyrites

Iead and z2inc
Zine, lead, and
sopper

Zine, lead, and
copper

T

Bmel ers

2,263

-

T™e mines producing these ores, together with quantities,

To Concentra-
tien Plants

metric itons)

47,304
8,668

5,750

46,385
11,173
22,619
89,544,

#00
92,88/
11,906

11,738
22,430

47,47
78,209
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To To Concentra~
KINES PRODUCING Class of Ores Smelters tion Plants
{in metric tons)
Stollbergafait Lead - 25,748
Svartbergsfalt lsad - 437
Granggruvan Lead, zinc, and
¥esterbottens o B
Polidens gruv- Gold, copper 18,037 186,600
falt Andalusite 644, ST
Akillagruviait Copper, aand pyritos - A
Menstraskfalt Pyrites - Tk
Adak-Lindakolda— Copper- - 145,29
falt
Rudijebackafslt Pyrities - 3,800
Kristinebergs Copper, zinc, 545 412,23,
falt and pyrites
Bavlidens gruv~ Copper and zinc - - 46,754
falt
Rorrbotten:
avRLLfalt Lead - 144,548

All mines 50,043 1,512,289

In 1948 Sweden importaed 34,672 metric tems of copper metsl, one half of

which came from Rhodesig,
the Belgian Congo, Finland, and Canada,
sources for isports of 13,674 tona of lead,

Substantial quantitiss were also imported from Belgium,
Belgium and Hexnlco were the principal
Tin imports amounted to 1,424 tona

and came principally from the Netherlands, Melays, and the Fast Indies, Norway,
Poland, and Belgium supplied most of the zine import totalling 19,796 tona,
Canada snd the VK were practically the ascle sources of sluminum amounting to

13,561 tons, Norway, the UK, and Canada supplied practically the entire import
of nickel smounting to 1,960 tons, Iwenty-six tons of magnesium were imported
from the UK, The UK, Czechoslovakis, and Yugoslavia were the principal sup-
pliers of antimony imports amounting to 372 tons. FEighty tons of cobalt were
imported from Belgium., The Netherlands, Belgium, U3, Norway, and Canada sup=
plied roughly ejual amounts of the 87 tons of tmported cadmium. 4,041 tons of
copper-alloy were imported, prineipelly from the UK.

Hon-ferrous setal imports in the form of plates and hands in the asmount
of 11,775 metric tons were supplied generally by the countries mentioned in the

preceding paragraph and in roughly the same proportion as the metals furnished
by those countrics,

In addition to non-ferrous metals, 5,545 metric tons of ferro-slloy steel
were lmporied, the two largest imports being 1,595 tons of manpaness iron from
the USSR and 1,867 tons of chromium iron from Norway., Approximately 600 tons

of silicon iron were also imported from Nerway, and 300 tons of chromium iron
from the US,
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Imports of non~ferrous metallic ores were congiderably reduced in 1948
{especially chromite ore), due principslly to import restrictions. Chromite ore
imports amourted to 26,695 metric tons. The principal suppliers in the order of
importance were Turkey, the USSR, Yugoslavia, India, Rhodesia, und Scuth Africa.
The USSR was the principsl souree of manganese ore, supplying 12,093 metric tons
out of a total of 15,204 tons imperted, Wolfrar ore amounting to 2,204 was im=-
ported from 17 countries, but China, Australia end Burma were the principal
sources, Molybdenum ore imports amounted to 419 metric tons and came prir-
eipally from the US and the Fhilippines.

Except for chrowite ore, imports of non~ferrous meiallic ores inc: . sed
alightly during 1949, Especially noteworthy are increased shipments of mep-
genese ore from the USSR. Another devslopment has been the decision of the
Bwedish povernment Lo subsidize aluminunm metal production in view of that
metelfs growing importance in Sweden's engineering industriss. The eatimated
1949 domentic requivements for aluminum were 14,000 metric tons snd the expsn~
sien program is designed te incrrase the autput of Sweden’s lope producer,
Svenska Aluminumkorpaniet, from 4,000 to 8,000 metric tons. The latter company
i8 now 50 per cent Swedish owned, and the remsinder is owned by Aluminum Iimited
of Yontreal. Aluminum oxide {the raw material for aluminum production} can be
produced from comeatic andelusite, as wam dore during the war, but thie is

normally too expensive, Presently, aluminrum oxide is produced from bauxite
- imported principally from Yugoslavia and Greece. However, aluminum oxide can
now be imporied directly from Cunada more chesply than it can be produced
domestically from either imported or donestic cres,

Fuel Requirauments

Sweden is completely dependent on importis for ite solid and liquid fuel re-
quiremenisg, but hes developed extensive hydro-electric capecity. Requirements
of the Swedish iron industry for solid fuels other than metellurgical coke (and
domestionlly produced charcoal) are nct significant. Fusl requirements of the
steel industry alse are low since steel is produced largely in elsctriec furnaces
utilising hydro-electric power. Estimated requirements of metallurgical coke for
the iron industry in 1949 amownted to roughly $00,000 metric tons, although the
expansion program now in progreas may ineresse this requirement. 7The Program

also provides for gome converaion from the use of domestic charcosl to metal-
durgioal eoko,

In the immediate pomtwer period Sweden!'s iron industry was eonsiderably
dependent on Polish coal &nd coke imports but this hes been reduced as other
gources have Lecome evailable, Total coke imports 4im 1948 amounted to
1,615,873 metric tons, although it is not kpoen how much of this was petal=
lurgieal coke. 639,000 metric - ons came from the UE-UK Zones of Germany and
the greater part of the remainder, in nearly equal amouniis, cama from the UK,
Poland, and the Metherlands. 1In acdiiion to coke, Sweden imported. 819,120
metric tons of gus &nd coke coal, half of which cams from the 1S and the re=

mainder from the UK and Poland, Swedan has a coking capacity in excess of
500,000 tons per year,

In the postwar periocd there has been extensive éonversion to ths use of
liquid fuels for power end heating. It is estimated at the present time that
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approximitely 3 million tons of solid fuela {including motallurglcal coke) would
#atisfy the requirements of all Swedish industries. Total solid fuel imports In
98 amounted to 7,231,000 metric tons, spproximately one-half of which cene

from Poland, 1949 imports from Polend have been reduced and increased quantities
have been received from the UK, the USeUK Zones of Germeny and from the US.
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e CONFIDENTIAL

27 PFebruary 1950

MEMORANDUM FOR: D/Pubs, ORE

ATTENTION : _ 25X1A

SUBJECT . Russisn Emigré Groups in China

REFERENCE : T 25x1~

1., Tt is requested that this office be furnished
information concerning the jdentity and politics of
the Russian emigré groups in China together with
1dentification of the leaders.

2, This memorandum confirms conversatlon between
25x1A [ - - Yoot Y

25X1A

GONFIDENTIAL
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Wobe: The clagsification of this wenorandum musst e raised be coniorm
o pne sinsgiiication of the draft it covers.

Date 27 March 1950
MBI

EMORANDOM FOR CHIEF, PUBLICATIONS DIVISION |,

SURJIECT: Trananiseion of Draft Report
SCLOSUREs 1P-72 "Russian Emigres in China"

e 3 gOTARRY e

1. Fnelosure is forwsrded herevith for review and, if required, |
ni Tormal coordination with the depavtmental intelligence organi~ |
zations. |

4, This draft report has been coordinabed informelly with the
ovpanizations checked below:

Uithin CJIA: Yutgide CIAs

ol TV Do State (OIR)

v/In D/LA . Avmy  (I0/GSUSA)

Bfir 1 plwe Havy (ORI} |
o/uE X | M Atr  (AID) |
L/FE R Other |
37401 Other !

3, lMaps endfor Graphles te be included in this report and
arrangements compieted for their production by the Map Divisien or
the Prescntation Steff are sg follows:

None

&o  Commentss

The specific questions covered in the attached repor
were ddveloped in consultation with OFC

b
9 March 1950425X1A

25X1A

D/FE

LR Aot ko

SN
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24 Naroh 1950
RUBBIAN ENIGRES IH CHINHAe

1. Nembers and losations

Thare are belleved to be upwards of 85,000 Russian enigres in Manohuria,
$lakiang, and Chins Froper, of whome porbaps 80,000 are in possession of
quasi~genuine Soviet sitisenship, obtained for the most part after Jamuary 1948,

(a) Tnere are probably 35,000 er more Russian emigres in Manohuria; this
figurs does not invlude Soviet offioials, soviet foroes in the Port Arthwr
naval base area, or Sovist sdvisors and technioians attached to the railweys
and to athni Northeast suterprises. The largest colony of Hussian emigres
in Manohuria is iz the ¢ity of Harbin, where the Bussiun sommnity, » hiok
is almost solidly Soviet, is estimated at 30,000, Ancther 5,000 or more
Bisslans, almost all of whom are Soviet citizens, reside in lukden, Oairen,
Changohun, Teitsibhar, Kirin and othsr cities, It is doubtful that there arse
uﬁ than 1,000 *White! Ruuim--pei-am of Russian dessent not olaiming
Boviet oitiseuship--in all of Manchuris; it ia further doubtful that any
Russian Emigrents® Assceiations (REA) ere funstioning in Menchuris, or that
any 'Hhite' Bussian individual can s till be rmrdaﬁ &8 an uéttﬂ *leader' of
meigrant activities. There sare Soviet Consulates-Ueneral in Marbin sad
Bairen, and probably in Mukden, xs well as smeller offices in sther Manohurian
eitien; the Jussian communities in the ares are certainly under the slose

surveillance, and probably under the tight control, of Soviet officimls.

*¥0TB1 This report is based largely on the knowledge of & single analyat
whose respousibilities ax an OHI offioer in the field during the period
1948 - 1948 inoluded special cognizance of Russian activities in China,

It is not belleved that the departmsntal records, which were fairly oouplete
and agcurate us of early 1948, bave beeu kept up to date, It is believed
that the moat likely scurce of precise current data would be 080 which

T pProved For Reloaaa s BoTaar st A MBS 751 5 AT 500300018
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Manshuria appears to be effectively sealed off from the West, and, while

sontact with surviving 'Bhite’ Buasians oould perbaps be nade, it §s most
improbuble that suoh peraons would be able tc engage in any signifinant
anti-Seviet motivity in Manchuria.
{b) There sre perhaps 20,000 Bussians in Sinkiang, excluding Soviet

effiolals and g enuine Joviet oitisens from the USSR, 4As of spring 1947,

it is estimated that more than 15,000 Russian emigres in Sinkiang were in
mi&uim of Soviet passports, in addition to some thousends of non- |
Russian natives Yo whom the Hsﬁk ad effered citiseuship, Of the possibly
1§-17,000 Soviet oltizens of Kussian descent in Sinkiang in 1847, soout
10,000 are believed to have been concentrated in Ining (I14), and the
remainder distributed bLetween the oities of Tihus, Esshgar, Y'a-ch'eng,
cm-,.iu.. Yarkand and Hami, Of the possibly 3-5,000 Russien emigres in
finkieng whe rogarded themselves as ‘#hite’ Runim in 1847, sevenal
hundved persons made thelr way ocut of the provinee in 1947-48, and most of
these who remained have probebly beaoms Soviet citizens, As is believed to
be the osse in Manchuria, it is doubtful that in Sinkiang there are more
than 1,000 remaining 'White' Russians, or that any of thelr assosidtions:and
lesders arsstill sotive, The Soviet consular establishments in Tibua,
Kashgar, T'a-ch'eng, Cheng~hua and Ining (Ili) are pressumed to have, as 1in |
Manshuria, offeative eontrol over Russisn sommimities tiroughout the pro~
vinos, Because Blnkieng appears to be even mors tightly sealed off from the
West than is Manohuria, there is even less prospect of signifieant anti-Boviet
astivity by 'White' Bussians in the provinos,
| {o) There are possibly 10,000 Russians in China Preper, exoluding the
Soviet advisors and tochniclans recently reported to be stremming into Come
mmist China, and excluding Soviet diplomatic personnel., The largest Bussian
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somsmnity in Chine Proper is in Shanghai, with perhaps 5,000 Russians remain=
ing, moat of whom are Soviet citisens of the typs offered oitisenzhip after
Jazoary 1946, The next largest is in Tientsina, whers. pessibly 3,000 Russians
still resids, rollowed by Peiping snd Tsingtmo with perhaps 700 esch, with
snother 500 or so spread smong the sities of XKalgen, Lanchow, Bankow, Nenking,
Canton and other points. Out of this figure {an approximation) ef 10,000,

1% does not seem likely that more than 2,000 are still 'White' Eussimns;

with the possible exception of the REA in Shanghai, it is belleved that no
smigre a@sx;ﬁet‘t’iona are still funotioning, smd that few or noe 'White' Russian
leaders are still directing emigrant affaira. Although China Proper is not
yet sealed off from the West, it appears reasomadble to judge that the remmining
"hite' Hussians in China Proper are adjusting themselves to the prospect (or
the imminence) of Sovist controle Sith the possible exception of the aotivity
of 'Wnite' Russian agoents of Chinese and Western intslligense sgencies {a
source of irritation %o the Soviets), mo significant amount of anti-Soviet

astivities in China has besn raported in the past two years.

| i#nl‘b; of doviet Citinens

It is Dot belisved that any defection has oscured on the part of foviet
effiolals in China or of the very few non-offiociml genuine Soviet cltigens in
Chine. In She period 1945-48, when relations between US and USSR diplomatic
personcel in China wers officially amiable, and contact was freguent, cortain
Seviet officisls (ususlly in the lower grades) were believed to be possible
potential defectorsy however, none of these persons actually attempted teo
defect, and every one of them whe was so suspected had been sent beack to he
USSR by the snd of 1847, In 1048, one Sovist Arny enlisted man defected in
North Korea and sought sanotusry in Chins; it is believed that this man was
tarned over to the Zoviet suthorities by the Chiness Nationalists, in the
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intersst of avoiding insidents, The loynlty of the quasi-Soviet oitizens in
Chins--those who had obtained eitisen ship after dJamyary 1946, whose passports
wore not valid for entry into the USSR, and who were g ulte distinet in sSoviet
ayes from genuine Soviet olitizens coming from the US&R--was and is highly
suspect. The Sovied officials who deslt with emigre affairs in Chima were
well award that the majority of apouliomnte for Soviet oltigenship in 1946 were
less interested in Soviet cltizenship per se than in ridding themsslves of
their stateless and vulnerable status, Soviet offiolals apparestly folt that
they would be sucoessful in {s) erganising end 1ngiootr£mting these of its
now citizens whose services would be valuable in Chine, and (b) repatriating
%o the USSR those whose serviees were desired in the USSR or whoss presencs
was not desired in Chine., The Soviet estimste of the situation was approxi-
mataly correct; i.e., & fairly high proportion of the new citisens becune |
faidly presentable represmtatives of the USSR and were useful to the 3oviet
imlligmc- services, while seversl thousands of persons in the sscond cate-
gory {desirable in the USSR or undesirable in Chius) were repatristed from
1846 to 1948, However, sevesal hundred of these 'ersuts' citisens, in sities
held by the Chiinese Hntionalists, repudiated their Soviet citisenship in 1947-
48, veturning their passports to Soviet censular offices and publishing notices
of their returs to stateless status, {(The USSR contimued to view them as
Boviet altisens,) In sddition, it sesms likely that many of the hundreds of
‘ersats' Soviet citizens who aiigratsd to non-Commnist countries, spparenmtly
with Soviet approwal, nubnaquongxf ropudiated their Soviet ntttl'mhip. Hore-
ever, Soviet officials in “hina seemed to belisve, and most Weatsr: observers
agreed, that the majority of 'ersats' Buviet citisens in China wure not
pelitically relisble, and that, even though they faithfully followed the
Soviet line in public, they would be inulined to 'defeot' to the Reat uhenever
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sssape from Soviet muthority., A great many of these ‘ersats' oitirenms wiin-

tained friendly relations with Western represectatives, and voluantarily supplied
iaformetion on Soviet affairs in China, A few 'ersatz' citizens were sotually
in the suploy of Yestorn intelligence services. It is believed that the identity
of most of these 'ersutz' oitisens, whe supplied informetion on either & volun-
tary or paid btesis, is known to Soviet counter-intelligence, and tiat appropriate
action hus been or will be taken, In any svent, Soviet citizeus in Chima are
expected to becoms inoreasingly csutious in thelr relations with Yiestorners.

S Evamution of "nite' Russiane

There is not at hand precise information on the numbers of 'White' Hussians
involved in the evecuation program of the International Refugee Organization or
on the nusbers of "Whites' remaining in China after the completion of that progrume
Bowever, it is roughly eatimated that, of the 7-8,000 'Fhite' Russisns believed
%o be in China in sutphoen 1948, porheps as many a8 5,000 succaeded in lemving
China in the next aeveral months, primarily through the good offices of IR0, At
the olose of the INO program in spring 1948, after the Commnist ocoupation of
Shanghsl, these may have 'm';.-z.ooe "Whites' remmining in Shanghai, up to
1,000 in Tientsin, up to 300 in Tsinghao, up to 500 in Pelping, and perhmps a
fow hundred more in other cities, However, It seem probable that most of those
"Whites' have since n;plisd for Soviet citisenship; it is ostimated _th:t ieas
than 2000 Bussisn emigres in China nowr egard themselves as 'White' Russians,
and their number is expected steadily to deoline, inasmuch as ths Chinese Communist
mﬁwriﬁ&i premumably will ccoperste with Boviet efficials in wtﬁw‘wmo
on the remmining 'Whites® to souvept Soviet oitizenship and Soviet authority.

BBCRED
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4. Ocoupations and Activities of 'Waite' Bussians
White' Russians in “hinm made and presumsbly still make their livings in

the same legitimate and 1llegitimste fashions as their 'ersatz' Boviet Tellows,
As » rule, howsver, tho more prosperous mezbers of any given RBussian sommnity
iz China tended to bscume 3oviet oltiszens after January 1948, It oas the ime
proasion of most Western cbservers that the rankeand-file of 'Hhite' Zusaians
in China, ss distinot from the relasively few wealthy 'Whites', wure obliged %o
devote the gruater part of thedr onergies to the struggle to mmke s living for
themselves and their families. Xany of them devoted a gonsideranble part of
their irco time to community enterprises, most of which, in tumn, were gonosrusd
with caring for 111 and indigent mesbers of the "Fhito' communisty. *ith the
possidle exeoption of the Hussian lmigrants' Associstion of Shamghai. led by
€ols Ge X+ Bologov, none of the REA's, after 1948, bad sufficient resources in
porsonnel or funds to conduct & significant anti-Soviet effort; aud even in
Bhanghei the 5*1&1%&' “us8ian newspaper was foroed to suspead pudlication
through lack of support, In Shanghai, and eocasionally im other oisies, the
looal REA would periedically stage 'hite’ Russian public spectacles, iu which
| f¥hite' leaders would speak of the solidarity of the *Fhite' community, their
loyalty to the Orthodox Churoh, thetr determination to struggle with the
Sovists 'to the laat', and so. on. BSuch aotivity was not of great iuportange,
exeept perhaps to keep up the morald of "Wnite' communities. It is known tiat
Bgviet offiolals in Chins wers not greatly disturbed by éuah aotivity cn the
part of ﬁm '"Whites', and appearad content to take note of the ‘¥hite' leaders
for later retslistion,
8, Clandestine Aotivities of 'Hhite' Russians

A mumber of *Hhite’ Russimas were suspeoted of beinz, and some undoubtedly
were in the smploy of the USSR, reporting to Soviet intelligence on the asti-

vity of other intelligence services, verious US and Chinene offices and
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Bﬁ dusls, and on other 'White' Bussian p&rmmuﬁu. A small number of
ostensibly 'White! Runimt--ut sotuslly Soviet--were perhaps imoluded,
(staticned by the USSR) in the thousande of ‘White' Russians evecusted by IRO,
4 few of f;hc alleged '#hites' in the employ of US offices--as guards, dri‘rcu.u
laborers, engiveers, 6td.y~ were probably Soviet citigens in fact. Emeept
for taeir intelligence functicna, the glandemtine uotiﬂtiu‘ of '"White’
Ruselans on dehalf of the USZR did not aopesr to be widespresd; at lesdt {u
China Proper, there was no confirmed reports of murder, abduotion adé ubehda
undertaken by ' Mite' Rusalans to further the interests of the VSSE, So far
as Western observers could Judge, the USSR did not rely heavily on clandestine
sativities by 'Yhite' “ussians,

8, 'Dhite’ Russiun Loadoras Remainine in Ehina

This offiue has received no informution om this subjest for the Pt yorry
The 'Rhite' Hussian leadars of the 19435-48 period presusabdly wore aware that
they would suffer at Soviet hands under a pro-“ovist Chinese Commnist admine
istration, and therefore pade svary e’fort to depart Chine prior to Communist
eocupation of the cities inm which their "Mmite’ communities were loouted, Iu
any event, it is very doubtful that any of the "White' Russian leaderx of the

past, all of whom are well kunown to the USSR, are s till operating as 'leaders’,

Contao%s Betwoen ‘"hite' Busaisn Sroups

A8 of 1948, it is Enown that "Wnite' Russian groups in Chios hed for many
years maintained oontaot with esch other and with similar groups in the US, in
Ceutral and “outh America, in Commenwoalth unations, and in various countries of
Western kurops and isise Howover, fra mentary informaticn from '¥hite' Russians
sutside China, received in the past year, indicates that they are mcauntarlng
difficulties in somuniocating by meil with their acquaintances in Chins; vable

tervice, they have reported, hus been somewhat more relicble, but does not
sghprroved For Release 2000/04/17 : CIA-RDP79T01049A000100080001-8
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pernit disoussion of coufidential matters. It seems probable that the Chinese

Communist suthorities, with Soviet assistance, will institute s system of suspe
velllance mad censorship of the mail sent and received by 'Whive' Hussians in
Chinas Apart from whatever actual contact thers may be, between 'Hhite' Russian
groups in China and abroad, 1t is imown that "Knite' Eussisn groups wnd indivie
duals in China have freguently claimed to maintain contasts with other groups
a1l over the world (imeluding points in the USSR itself) which, upon investi~
gation, proved to be tenuous or non-existent. The leading *dhite' Russisn

' -l,jtﬁig‘az},m in “hina, for mepy years, was the Bratstvo Bysskoy Pravdi (brothere
hoed oc gusﬁian Iruvh), headed for a time by Yeneral P. G. burlin, who is
belleved to be in Taipei now. Iuvestigation of the BRP in 1947, assistsd by
Gen. Burlin himsslf, established that the organization was no longor ir actusl
aﬁrtﬁon. end that its alleged socomplishmants (at that time) wsre fabricated
by '®hite' Russian confidence-men in Shanghai who hopad %o enlist Hestern
fimsvoial support for the sctivities of & defunct body.

8¢ JIrsatment of "Mhite' Kussiang

Fragmentary Informstion to date, in regard to Chiness Coxmunist treatuent
of "Fhite* Eussiang. indicates that severs discriminatiocn sgainst the latter
hus 2ot yst besn practiced, although weveral sources report that proferential
treatuent 1s sedorded Soviet oitisems, However, effective ccordimation of
Boviet aud Chinese Comminist policy is to be expeoted and will probebly resuls
in: the cloming down of emigrant organizatious throughout Chinaj; the transfer
of their praperty to toviet ecentrel; pressure upon the 'ihite' Russians to
nodapt -ﬁwint sitizenship (except, perhaps, a fow persons who are too old or
Yoo umwell to be of importance to the USSR); and the repatribiop to the USSR
of those emigres whe have been found ebjectiomable to the USSR, Although
large mumcers of 'White' Russisns were permitted to lsave Shanghai for variocus
BpagEtoved For Release 2000/04/17 : CIA-RDP79T01049A000100080001-8
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i ozmunist countries after the Commnist oempntio,n of Shanghat, it is mot

likely that the mejority of those remining will de nilowsd o leave,

% Repstriation of 'Hhite' Bussians
The USSR S8 believed to have forcibly repatrinted 6«8,000 'Khite® Russians
from Manchuris in 1946-48. The only known public and voluntery repatriation
program ocoured in 1847, -uvolvipyg perhaps 1,000 Soviet citizenms in 3inkiang
and possidly up to 5,000 in China Proper, Another genersl ropatriation wae
plenied for 1948, out, s a result of discouraging letiers {or no letters)
from pervious repatristes, was indefinitely postioned. another repatriation,
beth of 'ersatz' Soviet ocitfzens and of "White' iussians who refuss to ncsept
such citizenship, is expeoted within the mext year, slthough the mejority of

the 60,000 *ersats® Sovist oitizens in China will probably de parmitted to
remsin,

QE [ S FAM ORI
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T, MIGRATION OF CHINESE LABOR FORCE TO USSR

Recent unsubstantiated reports mention the smployment of & Chinese labor
force in USER, ‘umbers cited have generally run in the mapnitude of ¥he hun~
dred thousands and lerper, The conolusion of ORE, on the basis of the data
oilted in the followlns seotions, is that;. there has bheen no significant mipra-
tion of ﬁ%aese workers to the USSR, It is belleved that, for reasons ex‘:’%
politicald ixpodianny, tre Chinese Communists cemnot espouse large-scale ﬁin
gration to vfsha USSR at this time, Large-soale migration, should it tske place
in the(futmre. would be resdilly evident to intelligence colleati.#n arenclas,
Porosd recruiiment oﬁ e larpee-somle could hardly be ooncealed, and voluntary
recruitment would require public ap eals for workers through the usual prop=
azanda media,

3, Informetion from Chine

2. BReportas Nelther intelligence dismpatohes from Communist China,
nor reports in the Chinese Communist pross, nor radie broadeasts from Commune
fet Chine have made mention ¢f Chinese laborers beinsz sent %o the USSR, In an
aspegsment of the poszibility that large numbers of Chinese have been sent to
work in the USSR, the absence of Chinese reports on the subjeoct is of some
signifisence, for the reaso: that voluntary recrultment of Chiness on sny sub-
stantiel soale would require propagandisitic mppesls in the press and on the
radioc. The pousibility exists that resort is being mads to forced recrul tment.
It wonld be diffiocult, however, g0 long as families, reletives, and f‘riendn of
impressed laborers remain behind, to keep the fact of foreed recrul tment on any
large soale hidden in most parts of China.

In Manchuria, however, the Cémmunist: mey have suseiod in ssoretly effscting

soms forced recrultment of labor., With I8 intellipence gathering motivities
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seversly resirioted, it is guite —ossible that such foreed recruitment oould
pceur undetected by the US, |
b, Speculation: The following considerations give some weak suprort to

spsculation that foroed recrultment of Chinese laborers may be proceeding on a
linmi ted samle.

{1) The Com-uniste have publioly encouraged the evacuation of
largs numbers of urbsn residents from Shanghal and other cities., Although,
for the most part, the Communists have preferred to rely on propaganda to
enoourape woluntary emiprs-i-n from the cities, the Chiness press doea indicate
that some force has been uged %o move "loafers” and other surplus alements of
the population to rural areas, BSome of these porszons conld hae been diverted
from their ostensible destinationa and shipped to the USSR as forced labor,
Eowever, there ia no faeiugl support for this.lino of aspeoulation.

(8) It is impossible to mocount for hundreds of thousands of former
Betionalist soldlers who defected to or were taken prisoner by the Qggmuniata.
Therefore, it.may be speculated thaet some of these ex-Nationmaliat soldiers,
umé&any those tsken in Manchuria, may have been made avallable ’c: ‘1the U&?R
as & labor forece, This is believed unlikely, howsver, gince 1t has ﬂnét bern the
subject of any reports from the field, either in Communist oy Hating@nat China,
Furthermore it hes not been mentioned even in Nationaliet proparandu ‘which has
continually atiempied to exploit any plausible line to demonmtr: te USBiR-Chinese
Communist collusion.

2., Intellirence from areas ocutsids China

a. Reports:
{1) ©C. L. Sulzberger, correspondent for thc New York Times writing

from Paris, reported that the Soviets have requested that §00,000 Chinese laborers
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ho made avalleble to the USSR and “hat 300,000 were already es route from

Manshurie (New York Times, 29 January 1950)., Other American press corre=

spondents have repeatsd the report, in some gases citing even lar er numbers,

Bvaluations The prese dispatches are hased on information Prom unrevealed
sources. Untll corroborated in some meamure by other cshannels of intelligence,
theas dispatches can be received only Qith the usual measure of reserve: acoorded
newapeper reports,

{2} 1In the autumn of 1949, Communist China and the USSR reportedly
signed & seorst arresment, referred to as the "Moscow Pact". This purported.
agreomeént, the source of which was the Tokyo correspondent of the Chiness Nationallst
Central News Servioe, provided that:

¥in the esvent hostilities should breek out in Europe involving the US™R,
the Chinese Com uniet will dispatoh one million lshorers to assist the USEE
war eoffort,”

‘Bvsluations There is no confirmation of the report that a "Moscow Pact®
was in fact signed by China and the USSR, In any svent, it is 4o te okbserved
that the purported Paot deals with a com~itwent to furnish labor in the svent
of hostllities involving the UBSR, ¥o mentlon i: ~ude of e comdiment to furnish
lshorers under present ciroumstances,.

{3) Acocording to a report in March 1950 from the U8 “mbassy in
Warsew, the British embassy hasz received information th-t preparations were

being made to receive large numbers of Chinese laborers. In this zonrection,

the Ostdeutschen Zeitung of Bonn, a weekly publication circulsting among East

Osrman refugess, reported on 17 Novenmber 1949 that some Chirese worksrs had
arrived in Poland %o work in the occal mines of Upper Silesis and thet additionsl

nunbors werc eapeciad in the near future,
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Evaluation: These reports, taken at their face value, do not indicate
that many Chinese workers have srrived in Polandm yet, and sare rather vague
regarding the extent of pbssible future Chinese imigrations. . They lack further
confirmation, end therefors can be evaluated no higher then "possibly true®.

b, Bpeouletion: The USSR as a whole hes an adequate supply of un-

skilhdh’bar. Inaroas within the USCR which lack an adequate loeal supply
of such lsbor, Chinese labor mipght femsibly be utilized on srojects requiring a
low degres of still, The cost of transport, maintengance, and the additional
ineentives which would be required to induoe Tree Chinese labor %o migrats %o
those reglone mﬁld, however, be as much as, or perhaps awﬁ more than would
be raquiréé to recrult free Soviet labor, relative to the productivity of esch
group. Soviet slave labor would be less coktly and more reudily mobilired
than either of the two groups mentioned above, or Chinemse slave labor,
8. Conolusion

It}.a nost probable that the recru tment of Chinese laborers for work
in the USSR, if it is prooseding =t all, is going on only on a very small scale,
The political impraotiombillity, from ﬁanbhinene Communiet point of view, of
gending larpe numbers of Chinese to the US-K im indloated by -he fact thet any
agreements on the subjeot have beun seoret rather than announced, The Chinese
Communist do not, at this time, consider 1t politiocally expedient to expouse
a program of sending Ghitmu laborers to the USBR, Without such publice aspoushj’x
no large-sosle vn.“.rn’earj worker mirration from Uhina is possible, Whate
sver migration has oocured, voluntary or forced, must be quite small in scale--
small enough, in fact, to heve esospsd the notice of ohservers in Chins, both
netive and foreign. The number, if there has been any worker emigsration at
all, oan be ne more than efew thouasand rathery than the hundred thousands or

miild
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Although there has been no evidence of signifissnt worker misration %o
dste from Chine %o the USSR, China may be comritted %o supily a labor force of
seversl humdred thousand in the event of hostlilitles involwing the U8AR, Such
3 con'cri.butiun would be similar to the assistance rendered by Chins to ita
sllies, duringf World Wer 1, when China sup lisd close to 200,000 h‘mmm for
garvice in France.

The possibility also exists that Chine may e com lt'ed to sup~ly some
jeborers to the US'R inm the next few yeara even though the USSR 1s noi ,.nvolveﬁ
iy hostilities. Fowever, in view of the f_e\et that the TBBR in peneral has an adequate
supply of unskilled labor, it is not likely that suoh a labor foroe would be
lerre., 1f and when & recruitment procram on a substantial sosle shoud be
institutet], the propaganda sppeals needed o sssure its success will preclude

any effective efforts to kecp it e seoret,
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iI. SOVIET USE OF CHINESE wARM WATER PORTS

The USSR, in adadition to securing, at least through 1952,
its special privileges in the warm water rorts of Dalren and Port
Arthur asccording v the puvlished terms of the recently signed
treaty, may alsc be accorded in secret articles, the right of
free access to other t(hinese warm waier gorts. Unconfirmed re~
perts, largely from cChinese Mati.npalist sources, indicate current
USSR naval activity in Chinese waters, and press and other specu=~
lation on the secret clauses of the tr.oaty has concluded that this
activity ls likely tou be extended.

1. ZIpformaiion comcerning Soviet Maval Activity in Chinese

Balars

On the whole, reports of Soviet naval activity, ex-
ceptling that In the Port Arthur Naval Lase Ares, are of doubtful
accuracy and stem for the most part from prejudiced Nationalist
sources, 1tv 1s velleved ihaut a small portion of the Soviet Far
Zastern Fleot wintered at sort Arthur. However, re,oris that
Soviet submarines or other vessels either are based in other
Chinese porte, or thait they; are actively supporting the operations
of the Ciinese Communists are lacking in confirmaticn and there-
fore considered doubtful.

6.} In January, Admiral Kwei of the chinese Haticnalist

navy told the US ANA in Taipel that he was “gsrtain® isingtuo was
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being ué@d a8 an operational vase for Soviet submarines and
other shipe of unknown numbe:s (Navy telegram Talpei 131830Q),

Goument: Although Boulet submarines and other vessels
may have visgited Isiugtao, 1t is doubtful that they are based
in that port. The crews of US commercial vessels which have
vislted Usingtuo suvssguent tuv tne cdate of this report have not
ougerved ¢r learned of any Sovielt activity there,

bs,) A Bationalist sourcs rsports secret Suviet sub-
marine opeiations in conneciicn with the forthooming campaign
agsinst Halnan, (ONI OP-322y2f/cak, 6 Jan.). According to this
sourcs, thesge submarines gre 12 in numbar and are vased, not only
at Lairen and Port Arthur, but alsc at Teingtao and Mawel (near
Fooghow } .

Lommenk: This report lacks confirmation, and also is
suspected of veing no more than lutlonalist propaganda.

@¢+) Acoording to a report cobtained via the Italian
gonsul in Tleautsin, “gviet Vice-Admiral silowosky is to estublish
haadquarterg al Chefoo or isingtav, and have responsiuility for
the coasial defense of whaniang and nopel proviﬁcas {(State Telew
gram llentsin 82, 23 Jan.).

Gemmenkt Tnls report is totally lacking in confirma~
f.on and is believed false, It was accompanied by s numover of

other highly douwiful rumors, Alsc, the same spurce, in Junes

July 1949, provided a mass ¢f falss information on similar sub=

4 t8.
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d»} The Coinese Katiconalist Air Force A=2 repcrted in
Feuruar, ithat 16,000 Lishermen have been removed from the Shanghal
area for training in the operat.cn of captured vessels under the
woviets in isingtac (Stute Telegram laipsi unnumoered, 27 Feb.).

Semment: This report may have some basis in fact, since
it ie conelstent wliith a number of other r.poris concerning Soviet
advisory and technical assistance to¢ ihe uhinese Communists in
various fields and localitles. However, no confirmation 18 gvailw
able regarding this particular report, which gives no information
regarding possivle USsh vase facilities or special privileges.
it 1s evalusted as possibly true, witu the qualification that the
numbers of Chinese arse bslieved to bs grsatly exapgyerated,

8.) Admiral Ewel, in March, infurmed the US ANA, in
taipel, thuu the Soviets were hLelping the Chinese communists in
the rehabllitutiun of ex~US auwphibicus trucks and tanks at Little
Haroor, Tsingtuoc.

Commentt Although there is no confirmsticn, this is
evaluated possiovly true, for reasons ind.caived in paragraph Ya%

above,
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W 28 Jan , (Parls datslino} Correepondent Sulae

berger, quoting unidentified informantc, states that the Soviets were domanding
in pre-treaty negotiaiions, #u11 Soviet control over 7 Chiness norts: Chine
husngtac, 14 Fu-chen (I3 was one of the Yhiness negotiators, the port might be
Haichow, Shanhaikusn, Hulutac, etc.)s Chefoo, Taing ao, Welhaivel, Dairen, end
Port Arthur, Sulzberger added that the Chinese had made counter=demends and
thet, as far as his information veni, no conclusions hed been rezched.

Comment: Although this report has not been confirmed it 4s considered
posaible that the Soviets did make such demsnds, The-e have been no reliazble
reports, horever, thet the “hinese made any congecsions of such a far-reaching
nature,

b, Yashington 0slly News, € Har. {Perie dateline): 4 Seripps-
Howard correspendent, on the basis of informa ion from & "wellwinformed setcle
1ite diplomat®, reported that the Treaty had a secret annex, establishing 2 Joint
*Russo-Chinece Pacific Admiralty" to have full control of all Sino-Soviet naval
‘operations in the Pecifio, According to this story, the Admirslty, was to heve
4ts headquarters in iladive;ntock, and would exercise jurisdiction over all
Chinegs portis.

Comment: In the absenge of confirming fnformation from more relisble
gources, this report can be ace pted only with greai reserve.

3. Zepclusicns

The published terms of the Sino-Soviet treaty insure the continustion
of the USSE special rights in Port Arthur and Deiren, at least through 1952.

It ié considered likely that soccret agreenents to “hat troaty extend Sovliet
privﬁ.}.agss to porte in China proper. Thare is a lack of relisble reportz on
prosent Soviet activity in varm water ports of China Proper, snd only specu~
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etret agreemonts,
It 1c believed 1ilely that the USSR has been given asaursnces that 1t
will he uﬁcorded free accese to Chinese ports for its Pasific Pleat, and the
right to use certain shore factitties, It 1s believed further that the USSR
may acguire special naval

tion in Port Arthur,

rights at Tsirstao, eupplementing its assured posie

e latter conclusion derives some support from the

frequent raferenoea to Taingtao in the repprte cited al L0ve, but perhaps more
support from Russian historic interest in Tsingtao ss well asg its excellont
navel anchorege and facilities, However, it is doubtful that the USSE will
attempt o establish naval bases a other Chinese ports., So long as Chine

is under a Communist regime, the USSH presunsbly will have free access to

Chinose ports, with or with-ut spocisl rights. In time of war such ports

in friendly hends could offer safe~havens to Sovict vessels. If they were

openly identified as USSR navel bases, they would be subjeet to attack, In

tim of peace, the éstahlis&w@t and development of Soviet naval beges would

sertainly stimulate Chinese antagonien toward the USSR, and vaui.d be d4ffi-
cult to defend propagendawise,

v 1y T2 oY
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1 March 1950

MEMORANDUM FOR: D/Pub, ORE

SUBJECT i Request for Information

ATTENTION 25X1A

.

1, It is requested this office be furnished the
following information:

a, Have theé refugees from the various Iron
Curtain countries maintained any kind of a distinct
existence or are they indistinguishably merged in
the larger Jewish community?

b, How many Jewish refugees are there in
Israel from each of the following countries: Poland,
Czechoslovakia, Hungary, and Rumanisa}

¢. How many Jews are there at present remalining
in each of the above countries?

d. What Jewish groups in England, France, and
West Germany are engaged in charitable or similar
activities in Israel? Are eny of these groups
thought %o be Communist penetrated?

2, It is requested this information be furnished
by 7 March or as soon thersafter as practicable,

25X1A

Reference:

a
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Ol
25X1A

- 13 sareh 1950

Near Eest/ifrica Division
1P=-T74

\.A_,‘Qua wasre  §Lcgard («L,\ C}Ahwe..,& AL C(WL&_Q !
A, The refugeed from the various Iron Curtain countries arnalntaining
a distinet existence in Israsl, and are not merged in the larger Jewish
community., However, physical factors, nct free choice, have friven the
Jobless immigrants to cluster togather An the vacated Arab towns of Hamle,
Jaffs and Lydda for an existence apsrt from the established life in Isreel.

B, Of ths 360,000 immigrants who have entered lsrael since May 15, 1948,
aprroximately 74,000 have coms from Peland, 23,000 from Czechoslovakia,
13,000 from Hungary and 30,000 from Rumania, *

€, ‘The mumber of Jows remalning in each of the following countries 1s
estimated at 80,000 in Poland, 15,000 in Czechoslovakla, 130,000 in Hungary
and 350,000 in Rumania, #

#Thage figures are only rugh estimates, based on incomplete and often
invonsigtent information. Most of the information 1s from Jewish sources,
who have been known to inflate or deflute figures for political expediency.
Farthermorve, Israeli govermment statistics rarely indicate, for instance,
whather an ant, listed as a Rumanian Jew is of Rumanian origin or whether
he is s Polish Jew who embarfed for Israel from a Rumanian port, To the
best of our knowledge these figures refer to country of origin rather than
port of embarkation, Taking inte consideration available data on the number
of Jews originally living in these countries plus the emigration policy of the
govermments concerned, we have compounded what we consider to be the noat
plausible estimates in order to present an approximate picture of Satellite
enlgration to Israel.

D, We have information on two alleged communist front organizations
operating in Frange as late as Aprll 1949.

1. , DI ve: An organisation not
registerad wmil orities, ' s operating clandestibely. Its
headquarters are at 110 Cours Vieutaud, Marseills, and it is directed by
Rerie David Cohen, The offices are frequently visited by former members of
the Stern gang and the organization is definitely pro-communist. Its
principal work is alding the Jewish communists,

U _ ur la Resistance et 1'EntriAld (UJRE): A Freache
Jewlsh assoclation national headquarters in Paris. The Xarseille

: emberships in the Bouches-du-
APHOTEdLE R 582 56451‘?1‘}7‘ S R ST A5 K0001000800018
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Bhone. The President is Leonce Cremieux, 3 Place de la Bourse,

¥arseille, and the Secrebeary-General is Plerre Cohen, 32 Doulevard

Garibaldl, iarseille, This association follows the Sommunist Party line

and suversl of its members helong to the Stern (’ang. Urder the protection

of the asssociation is the so-called religlious soclety, "Hapoel Esmi.ami“

whose headgrarters, which have not veen registored with the local wtharitias :
are st 66 Rus Sainte. This latber organization i= directed by Samusl

Werg, a naturalized Frenchman, who was born in Poland,

3. idditional organizations operating in Franca, about which we have
m wm:ams of wmniat Lﬂriltratinn are 1 The fremch i:rauch of the

and the Youth ‘1iysh, vhich has

The fLollowing Jewish organlzations operating in -ﬁ‘gﬂ;- ywdth which
we are familisr )tn our knowledge have oot boen communis nebrated:
1.

3. The Palestine land Development Company, Ltd.
4« United Falestine hppeal

M additional infmtim on the shove gzwpa p]mc a more extensive list
_Palsstine Year Book; Vol.

2; published b the AioaLt Grgamizatim czf erica pp. Ti» 411
the argaxﬂ.sati@ns listed sbove and in the book huave been checkad znd do not
appear on any list of communist fromt groups in the UK.

#ith refergnce to Jowlish groups operating in W we
have checked with %Western Europe Divislon nnd there 1s no information

svallsble,
25X1A
wows 1z 1@ ¥
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: CONFIDENTIA;
17 March 1950
MEMORANDUM FOR: D/Pub, ORE
25X1A
- ATTENTION : _
SUBJECT : Request for Information re North Korea

1. This is to confirm our telephone conversation
concerning our request for economic information re North
Korea., We understand that your Branch 1s preparing a
study of the area and will attempt to incorporate informa-
tion in satisfaction of our requirements lnsofar as possible.

2. In case it is not possible for our requirements
to be met completely, it 1s requested that a supplementary
study be made to cover our request and that it be completed
by 15 April 1950,

25X1A

25X1A

GUNFIDERTIAL
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¢ Arany

e Currenay. Sources of Papers

xie Power (with chart in origizel only).

* U4 andum Hoe 81, "Northern area's lependoencs
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aey saterisl for ssctions A and 5 of this regort,
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mwm:was Toxtils rachinerr, meehine tools (lathes,
&rt1} presesa, wydrexliec prossas, rilling, hobdblng, elotiing, boring,
plssing snd grinding machines), construstion equipment (graders, dozors,

ginnn, wappr ot steel wire, ball Lemrings, V-belbing, an oxbtensive list
of a1l types of slootrionl ejuipment {(renging from basis squipment withoub

aad tabes), trensportation equipment and spare perts (aute, trucks,
Ioosptive and spare parts), paper {prinkisg o, kraft, oligaretts,

» pharmcout chenicals {prinaionlly
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and wigped the extire amsunt 40 northern iores botmesn Jenuway sd serehs
1940, This serchent furilse planced to cbbein acother 500 tous for shipe
mezt to e sae destiabion.

2e BYT i3 not swewe of whlsh grvermamt spenvy in norshers iores is
charged with pricking the currcuny, buemer, Lt in essumed diat the Centwral
Bek of Eores iv charged with this mission, The Centrel Haxk is loonbed in
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of ourventy peper is Jepen. (Heconb yepordts newe indioated a iuirly lerge
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wported to northern Loree)

4e DfFE fasls, om the besis of sy reports frem southern fores of
fatrly extanwive, slthough slandestine, trade bwiwees noythern snd ssuthern
- hores, et LE would not be 4iffioult to obisdin sesples of nurthern Borewn
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13 March 1950

MEHORAYDUM FOR{ D/Pub,OHE

ATTENTION _ 25X1A

SUBJECT ¢ Communist Split in Norway

RFFERENCE : [ 25x1A

1. It is requested that thls office be furnished
an evaluation of the Communist Split in Norway.

2, Degree of need of this request is highest,
It would be apprecisted if the evaluatlon would be
ready by 15 March,

3. This memorendum confirms conversation between

2515 I+ ™=

25X1A

hief, Intelligence Support
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MEMORANDUM FOR CHIEF. PUBLICATIONS DITISION

SUBJECT: Trananisslon of Draft Report
EHCLOSURE W‘I,.p - 74 'M .S}:s_h'r‘ ta /}/""“‘"”?‘ J”*

e AT LY T R SR AN, LRl o T Y ke G118, rn i & AT R L . e 1 LR o]

A3 poDIEm)

Tt S AT I SRR e SRS N D BN G 1§ TR TN e, Ll b A T N 1

i, ©Enclosure is forwarded herswith for reviesw and, if required,
Par formal coordination with the depsrtmentel intelligence orpani-
zations.

Zs Thig drafi report has been coordlimated informally with the
organizations checked below:

Yithin CIAs utalide CIA:
n/a1 - p/N0 . Btate {OIR)
/In /1A Avmy (ID/GSUSL)
e /e Navy (ONI)
U/EE e Alr  {AID)
D/FE p/¥C Other

D/NE .1 Other _

ottt vy s e ]

el

3. Maps and/or Graphios to be included in this report and
arrangensnts completed for their production by the Map Division or
the Presentation Staff are as follows:

4o Comments:

- 25X1A
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18 Maroh 1960
MIMORANDUM TOs OFC
FROM 1 Dfto
8UBJRCT + IP-78 "Communist split in Norway”

Your attention is invited to ORE-77, published 14 Deqcember 1549
with information contained therein as of 22 November 1949, Chapter 2,
seotion ontaing & muuary of the schism, In addition, the sttached
goplien D/Bo Weekly Summary items, contein s rumning sscount of svents,
The only noteworthy event whidh has cocurrsd since the last of these '
writings was pudlished is a public statement made by Peder Furubotm inm
whioh he acknowlsdges defeat, Purubotn says "the activity of thes former
national oounofl {Furubotn) is ended” and requests "ail party comrades to
enter the party ranks and to halp realize the party sims”, Execept for
some rsmaining dissension in the party's lower levels, the orisis has pa
sod the MKP is not split, These lower levels will, in «ll probdebility,
soon suocesd in uniting.

It should be sarefully borue in mind that the achism resulted
primarily from a struggle for power emang the top leadership, not from &
oonflict of idefologlen and above all, mo% from the existense of Titoist
devistion, The difference of opinion bdetwesn the two factions centersd
aboub the cholos of mwthods which the party should smploy in atbempting
to gain power, The Furubotn group, representing "sotivism) wanted te fight
with all meens, fair or foul, wae ready tc go underground and waa opposed
to temporery compromise, The lovlienm group is the proponent of "legaliss"
and wishes to work cstensibly within the conatitutional framework, preferring
¥ avold illegal methods until the moment is opportune to ebandon constitue
tionality snd bscome overd rebels again, Despite the vistory of "legalists"
over “sotivists” 1t would be entirely erronsous to sssume that the future
sourse of the NKP will be lesa Mossow-oriented, There is no trus nationalist
Titolst sentiment within the ¥KP,

The schism hes greatly weakened the NKPy it hes lost mmerical
strength and faint ohanos it might have had of achieving mass lsbor
support is now loat, Attentiom is now per forse being turned irward toward
consolidetion of the badly weakensd organisation and in an effort to
achisve greater centralisation and more effective supervision of looal units,
smphasls in being plased on a olosely integrated oell strusture, In all
probability the projected reorganization will be successfully aohiwved,

The NKP will then have greater effeotivensss as & small but tightly dis-
oipliined, thoroughly indootrinated and determined group 1% had when
1% attempted to operate a3 a mess labor party, The NKP inves %o

{f%%g!;gg}g%;?% Al
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csongtitute a potential danger to Norweglan sesurity, particulsrly inm the
field of sspionage,

s <. '
Bnclosuress . Wit srepranl ““‘7)
Excerpts from the following D/Wo Weekly Sumnaries:
Ho, 88, 31 Oct 49, "Sohism in Commmist M{ lendership culminates
‘ . _ in expulsion of rebels,
¥o, 90, 14 Sov 4, "Chaos and confusion in NKF"
No, 85, 19 Deo 49, "Iwo Commmist factioms vie in Norway"
¥o, 60, 23 Jen 60 « Kote
3’; ie‘ 80 Feb 50 « Note
o, 105, 8 March 50, "Igvliens control confirmed by Cosmunist Party
Congress”

8S AL ol fAM Xt

CONTIRTMTIAL
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: T CONFIDENTIAL

7 March 1950

YEMORANDUM FOR: D/Pub ORE

SUBJECT : Request for Information

ATTENTION

1. Reference is made to ORE's Eastern European
Weekly of 31 January 1950 in which mentlon 1s made
of $800,000 worth of ailrcraft parts shipped by Air
Unlon of Bethesda, Maryland to France from whence
they were transshipped to Poland. Will you please
ascertain and report the actlon taken, if any, in
regard to Air Union.

2. It 18 requested that this office be furnished
the above material by 15 March 1950 or soon thereafter
as possible.

25X1A

CONFIDENTIAL
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Cidef, Publications Division, ORE 17 Hareh 1950
Chisf, Transportation Division, ORE
4dr Uslon of Dethesds

i+ In sccordence with your request, tho following information has
besn obtained conseraing sotion teken with respect to sativities of the

subject company:
-3
24 : %wtm,nrMm,Im,,Wamorm

«ials of the tiona Division, Depsrtment of State, bas roveslsd that

of this amount, enly s small portion appears to have been 1llegally fore

warded to Foland or other Satellite areas, Export licenses were granted
mmmmtmmas&,mmacmw@

of Faris, This organisstion wes recently diselosed to be the front

o & group of proouremsnt agents soting for the Polish alrline LOT end

nrng tranashipments to Warsaw, Of the squipment lisensed for o

pert gaffdu,htthmﬁnnhclfhs sctually been shipped. The

/ :WMMWQMMWMMMVWWem
»

3. The wmitions Division has suspended all Alr Union export li-
oenses extept those for stirment to well-known responsitle consignees
#sooh as Kr Framce or other government-coutrolled users. In future,
nm‘mmmumummmsmmnwn-
vestigation as to the end use of the eguipmeat, Lxport licenses for
siroraft perts, furthersare, are now bdaing controlled to prevent stock-
plling of equiment and will s withheld 1¢ quactities appesr to be in
exoess of normal requirements, This poliey is now in effect regarding
shimments to any part of the world, Officials of the Treasury and Jus-
tice Departments have been alerted to the persoms, organisstions and
ehsanels fovolved in the 41legal transshipments., 7The Hunitions Divige
mmmthmummummammm..
amwammmm,uamumm,hmnuumu

taken to prosecute the company for viclation of export laws, e onege
fravd sgainst the goverament, or even 1 tax cvasion. » o *

3 zm vorth of alrera’t parts, Investigation by offie

25X1A

SECRE|
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g March 1950

{{EMOHAWDUM FOR: D/Pub, ORE

APTERTION : _ 25X1A

SUBJECT i Request for Information

1. It is requested this office De furnished the following
information,

a, How effective is the Cao Dal politically? What
types of people does it attract? How many does it control?
Who are its leaders? What is their attitude now (March
1950) towards Bao Dai, the French, the Resistance:

b. Who among the "attentiste" have the most political
gtrength, or potential strength? What would cause them
to help Bao Dai actively?

c. Are there any leaders in the Resistance who are
reluctant about being yoked with the Communistst? Who?
What is their positiont How deeply are they involved with
Ho and other Communists?

d. Exactly what is King Norodom Sihanouk's feeling
towards the United Statest XIs there any American with whom
he is friendly in particulart? How sincere is he in co-
operating with the French?

e. XHos there been any effective action by the
Issaraks in Cambodia in the last two months? Are there any
Communists from the Viet Minh or Chinese who are contacting
and encouraging these dissidents?COr, are Resistance
contacts mainly with anti-French non-Communists?

2. It is requested this information be furnished by 15 April
or as soon thereafter as practicable,

Reference:
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Lo 143 This report is based on informaétion currently
avallable to D/FE. Field collections requests have been made bubt no%
additional information has besn received.
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1P-78
17 April 1950

8., How affective is the Bao Dai regime politically?
(1) General ,

Political effectivenesg=«in the sense of ebility to recruit a eonstantly
growing nusher of partisans, adility to sarry out popular politisal, esonomie,
and social motion, and the ebilisty to engender mass eotion and enthusimsn~-
is weak at this time, There is instead oontinual wrengling, lip-service, and
intrigue within the ranks of ostensible Bao Dei supporters largely centering
on questions of personality and prestige. Among prominent membors of the
Bao Dal Government, the turnover in personnel is fasirly rapid, and it ia
froquently diffioult to replace officlals who have retired out of 4issiliusione _
ment, pique, or ss the viotins of in’cfiguo. The happiest ampect of the Hao Dai
regime is the povernment of North Vietna, where Sovernor Nguyen Muu Tri has
spparently gained fairly wids popular confidence. Vistnamese armed forces are
more s gressive and capable thers than in other parts of Vietnam, and the area
under direct Vietnamese control has been expanded, A steady mtream of reports
on villages asking for Bao Dal's protection 1s impossible to evaluats, with
the excesption noted in the case of ¥orth Vietnam,

Politiosl effoctiveneas~-in the senss of the exercise of full sovereignty
~-i8 nils The Preneh retain full control of those activities which make the
di fference between an independent and a dependent state.

(2) Wnat types of people does the Bao Dal regime attract and who are the
lsaders? .

The peopls of Vietnam are more politically conseious than is the
general rule in Asie, FEven so, the bnlk of the population, while generally
anti-Froneh and therefores gensrally in sympathy with demands for full independence
of the Ho regime, is, in the main, non-active in a political sense, Symptomatie

of the trends in popular sezntiment, is the position taken by the
Approved For Release 2000/0441¥ ¢ GlA-BRDP79T01049A000100080001-8
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relatively small ulas;f ;&unated Vietnamese., A majority of this group has
and is exhiditing a disinclination to identify itself as sapporting Bao Dai
in epposition to the Ho rogime,

Athough it is imposaible to ascribe percentage of su-port from this
class pgsmsaa by either Mo or Bao Dai, it is believed that s much larger
nember fik tdentified with the Mo regims, usually besause of comvistion that
this group offers the way to rid Vietnam of the French, but cecasionally

because they have been “eaptured” and have no alternative., With the exnept.ion
of esrtain aress of North Vietnam, the Bao Dai Government has had only neg-
ligible suocess in wiming popular sympathy. Reports of mass av;ppart from |
religious #rgaaizatigns; sspecinlly the Caoc Dal and Catholicim, mast be
treated with reserve, '

It is diffieslt to find 2 aingle ecategorr which deseribes Bao Dai'e
supporters, One largs, 1f ill-defined, category under which many of them
may be grouped ia "men who have 2 flialr for meking monsy,” This would ine
¢lude men ranging from the relatively sclidecitipen type {Tren Van Huu)
through & group grf which the extreme of unsavoriness is represented by
Hgayen Tan Coong, Some of Bao Dails immediate entourage are mesbers of the
Rayal Pamily, but other menbers of the Royal Pamily are opposed to Bae Dai,
Intellectuals are mot much in widma.’ Nguyen Fhsn Tong probably congiders
hinself the leader of this latter group, whisch would include Leng'e vrotege ,
Voong Quang Whuong. Npuyen Thac Ve, the Hinister of Justice, 52 e:apa}:la »
man in his field, Tran Cuu Chan, Yong's bret.her-mu}.em; i= b,?gcdal&ri {_%f@;
fle onte sopported Bao M, but 1s lmactive at present. Aprarently there are
sany of the old-civil-servant or mendarin type who act as minions of Bao Dai
at the village or provincial level, but aside from Hguen Hu Tri their names
are not prominent,

{3) How many Vietnamese does the Bao Dai regime control?

Ses sub-paragraph {1) sbove.
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(4) ¥nat is the preseat attitude toward Bao Dai, the French, the Resistance?
Every politiecal leader or aa?imt associated with the Bao Dal expariment
naturally paye tribute to Bac Dai, never eritisizes him, and always invckes
the name of Bao Dsi in order to justify his program or blabken his enemies,
Toward the Freash, Vistaamese politicisns of every politisal stamp are almost
100% opportumistie. "loyaliy® to the French, exeept on a strictly dey to
day basis, would mean eweniual political suicide, The Bao Dai regime as a
whole continues to treal the Resistance scuewhat gingaly; and a nusber of
officials heve indicated thelr sympathy for armed struggle sgainst the Freneh,
Hguyen Phan Iong, who recently called the Ratisbancc fighters "plood brothers®,
has probably gone further f{han others in this respect, References to Coemunism -
asually lnvolve soms sort of circunlocution such as “the farves of fareipn~ |
ingpired tyranny” (which often is astually intended to mound to & Vietnamese
~ as though the speuaker were referring to the French).
b.(1)., %ho among the "attentistes” have the most politisal strength? )
Untested politieal strength is hard Lo evaluate since it usually depends on
a gerles of interlocking eliques rather thar a:regular party machins, so far ;
as organization is concerned, Persomality and repute are also very important,
and sasier to assess. So far as reputation ?a cmméd, somG of the laadi{ag
fence~sitters are: (in Hapol) Nguyen ianh Ha, Ngo Dich Diem, Hoang Xuan Han,
Bai Tuong Chisu, Vu Ngos Tran, Va Ngoe Amh, Va Van Hien, Ho Ta Khanh, Tran
van w., Kguyen Duong Donj (in Saigen) Tran Van De, Trimh Dinh Thao, lun Yan
lang. Ome of the most interesting aspects of fence-gitting is that despite
the presumsble strength of Bao Dai's appeal to the native Catholics (his wife
is Catholigy the Vatican has mda plain its poaition toward Comwnism and e
recognised the Bao Dai Governmenti, etc.) there seems to have been no major
shift in faver of Bao Dai. Bishop Ls Hun Tu, probably the most impartant of
o
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the "liberation™ of his vicerate of Phat Diem in late 1749, Within Franee

iteels '&wrev;ara 25,000 Vietnanwse, including many persons possessing technieal

~and politionl skill. In the paat they have generally supported Ho Chi Minhy

zlﬁgrad eirovnntances have probably i_ndu«d neany of them to take a neutral
pmiﬂ.an; Among the prominent Vieinamese ;n Fronce who are not ssscoiated
with the Eua‘”m& Government are: Pham ¥uy Thonr, Tran s Mu, Prinoce Buu
Hoi, Prince Vinh Ban, Hoany ¥an Co, and Mwe, Dac Van Chan. In addition te
the fonce-sitters prop.-ly zo eslled are a preat number of Viets in Franse,
Hong-Konpg, and ?i.om vho have dronped out of the Bmo Dai Government, or
whose present connection with it is tenuous or purely nominal.

What would ocause them to help Bao Del aotively?

The objective of all patriotic Vietnamese iz full political indepondence
for Vietnam. The fence~-sitters want some irrevereible notion on the pars of
the Fresnch Government which would move Vietnam toward thie status, The
March 8 Ascord in conjuncii-n with the strusture of the French Union do not
oonstitute this irreversidle step. (The apreement uniiing Cochinchina with
the rest of Vietnan, for example, containe « olause which mirht permit the
French Government %o reassert ites soversignty over thst srea), The essential
step might be an agreement to Vietnam's eventual righ* to seocede from the Pranch .
Union independent of French scquiescence, or the sccrediting of foreimm diplomats
directly to the Vietnam Government, or the placing all Vietnamese revenus under
Vietnampse control. Short of one or more of these steps are moves of lesser
impnrhnéq which would help te broaden Bao Dal's support; for example, the sge.
salled "ewolutionary statement,” and restoration of the palace at Seigzon.

Are there any lesders ir the Resistanoce who ars reluctant to be yoked with
the Communists? 'ho?! How deeply are they involved with Fo an? other Communists?

Thers are undoubtedly many Viet leaders in the Remistance who are unhapny

shout thelir alliance with the Comunista. Left~wing Soclelista (doan; ¥inh
Approved For Release 20_(_)&/04/17 : CIA-RDP79T01049A000100080001-8
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Giam, Forelgn mmtar) and eapable; bellicose types{FPham Ngoc Thack, Under-
seerstary to the President) are probably sble to adapt themsslves to this
situation more readily than the Catholics {Pham Ba True, Viee~President to
the National Assesbly) and exwwonarchists (Phan Ke Toal, Minister of the
Intericr. In betwsen these two groaps would be others (Nguyen Van Hmn,
Minister of Fducation, Yu Dinh %e, Hinister of Justies, Pham Van Bach,
Chisf of Coohinchina Realstances, Co Muy Can, YMinister of Ayualtm, ot al.)
for whom alliance with the Communists comstitutesz a more or leéss necessary
evil, Under the presert eﬁ-e;mt.ames; the invelvement of these men with
¥he Cmunists is tatal; axcept for whatever cautious feelers they are shle
to pub out to groups within or ontside of Vietnam who might be willing to
support a “third foree” movement, There 13 almost no possibility of a
sharp aimagn_l between Commnist and non-Lommunist groups so long as the
war continues, |

What exactly is King Norodom Sihanouk's feeling toward the US? Is there any
American with whem he iz friendly in particulse?

Adequate documsniation is not available, The king showed keen interesf;
in US«Canbodisn relations on the occasion of US notiffecation of recognition,
but beyond this 1ittle is known, WMe is not knowm to have any close American
assogiastesn,

How pincere is he in vooperating with the Freneh?

Ths contept of Prench protection has more mesning for the Cambodians
than for the Tietmamese owing to the wsakness of their country, and for this
W\tm Kking might as 2 provicional measurs sincerely cooperate with the
Prench, ‘Ffmaz-‘; his declared eagerness to establish relations with the
1S and to eriticims the Frenech in the mresence of Aimerican officials is an

ol
SECRET
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indication of how readily he would drop the Franch if he thonght their
services could be dispensed with,

Has there been any effective action by the Issaraks in Carmbodia in the last
two months? Are there any Commmnists from the Viet Yinh or Chinese who are
sontacting and encouraping these dissidents? Or are Resistance contacts
malnly with enti-Prench non-Commanists? ‘

The Vistnamese Resistance radioc has in the past few months been making
aore frequent references te the Tssarak movement, This does not necessarily
indicate increased Issarak activity; but it probably does indicate a con-
tinuing infiltration of the Issarak movement by the Vietnamese Reaistance,
It is not possible to state whether this infiltraticn is a primarily Vietnarese
Commmist venture or whether it 1s an aspeet of Resistance strategy in a
purely military sense, Tt is to be mm; homar; that references to the
"gomson struggle® of 'ﬂ'inﬁs; taes, and Cambodians which are broadeast by the
Reslstance radioc ore almost always assocliated with Stalinist themes, L
1s difficuit to judge the intensity of dissldent activity in Camb odis et the

present time, FEwes French sources give varying accounts,

o
SECEET
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8 March 1950

VELORANDUL FOR: D/Pub,ORE

ADTENTTON : - 25X1A

SUTBJECT . fBconomic Situation in Hungary

1. This office has a requirement for infor-
mation on the current economic situation in
Hungary with specific reference to its influence
on the morale of the people.

2, This memorandum is the result ol a
conversation between NIIIIEIGNGG 0T 25X1A
thig office on 8 larch 1950.

%, Your Cooperation in fulfilling this
reguirenent will be very much appreciated.

25X1A

intéiligence Support
25X1A

Actip ~3

Reference:
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Unhes The classification of this nemorondun must 09 raiesd o coniorm
“o the elagsification of the draft 1t covers.

Date 23Werch 1950

VEMORATDUM FOR CHIEF, PUBLICATIONS DIVISION

SUBJECT Transnission of Draft Report

SHCLOSURE: IP=79, "Popular Reaction to Current Economic Situation in Hungary"

.......

3 copiem)... e

1, Enclosure is foruarded herewlth for review exi, if requlred,
for Formal ccordinetion with the departmental intelligence ergani-
zntions,

2, Thig draft report has bsen coordinnted informelly with the
orgonizations checked below:

Hone
Within C14: Gutpide GIAs
159162) Tl D/Ro 1 State {OIR)
b/ In D/LA Aray (ID/GSUSA)
e D/E Mavy (ONI}
D/RE D/ Mo, Air  (AID)
0/FE D/EC Other N
D/NE Other

3, Meps and/or Graphics to be included im his report ard
arrangements completed for thels production by the Map Division or
 #ho Presentation Staff are as follews:

Hone

4. Compentsi

None 25X1A

_DfEE_
Myision
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Fopular renction $o the current economic situation in Fmpazy s,
in general, a bland of sulmerged resentount and apstly. The intermity of wresent~
ment flnotoaton with the anticipetion and enaciment of mevesnive somnenieally
sppressive mesfures, The swsransss of govermment control and the atesnce of
sufficlsnt econemic provecatien cuntribute to the certimstien of this passivity.
2.

oSS0
e recetion of speeific grevps of the Fumparism populsmtion te
seenaplc neaspren snd conditions affegting them waries, IIn line with their pelicy
af premoting clasa verfare, the Cammunists gurry fevor with one segment of the
poeple in thelr efferte to turn it spalmut anether, which they are trying te
sliminate 88 & class., Thus, among the peasamts, the ferser sgricultural labwrers
and the sther, poorer, pemsents vere plven land and favered with praferentisl
faxes, povernmantwsuprlied fertilizer, seeds and serieulturel machines in an
«ffert to poreunde then te Jein ceoperwtiven which the Commnists claimed was the
" anly way they esuld be saved from explsitation by the ulsks, 1.e., peasants suning
mare than 2% gores {acverding to Funparisn Cemsmmist defirdtien).

Memmhile, the kulsks are being systematioslly eliminated through tsamtien,
arrests, snd varicue diserinivatery measures suok az very hiph cempulzery

Approved For Release de&é‘ﬁ?ﬂm049A000100080001-8
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mmas fead, is s result, the pesrer peasants are more or less gwntent
while the mmall Jandhelders are veoniful and would predmbly presemt s strong
threat %o the regime except for the fact that the secret pelice informer system
is so officient thuot mest of the petemtial leaders have already been arrested.
There remsins the greatest tulk sf the pepulation, the middle pessants, vhem
the Cemmmmints are trying teo cseree inte jeining cosperatives thromph persuasien,
irtiaidgtion, and econemic sanctions, Despite the Cempmmists’ efferts ie cenvince
the peasants of its beneflts, a drend of collectivisetion permeates the whele ceuntzy-
#ide, Zvidence of tho extexnt of this fear is the fact that less than 10 percent
of the psesants have jolned cesperctives (predecesnorz to vellsetives). This
miipathy to colleotivizetion 16 based In pert en the pre-war indootrimmtion by
the Herthy reginme, which picitured eellectivisation as one of the hervaers of the
Belahevik aystas, In part on the netive individualise of the Hungarisn peasant,
which preciuded bis partioipetion in such pre-wsr vooperstive orpanizetions as
are cemmenly feund smong Turel areas efltntmmrops,memmmmwﬂ
anetional antagoniem to arything associated with Cemswniss end the Fussisns as a
rebult of thelr bitter wmrtine sxperienced et the hands of the Soviet tyeops.
Ancther segment of the pepulation which ostersibly 13 being pampered by the
vegime i the labering class, Self-stylsd ae the distatership of the ypreletariat,
the Cemmunist Gevernment theeveticaily acts in the seme of snd fer the bamefit
of the werkers., In practice the pesitien of the werkers i3 not se advantagesus,
Althongh they are better off soomomically than they were befere the ey, the
Fepression by end demends of the Gammmists tend to comteract any faveralls re-
setion to an lnproverwsnt in the standard of living and te a deciine in unsmployment,

-l e
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~pespite their allegedly fuvored position, the werkers have bean mitjected to such
sliepating mmea se: (1) periedic upward revisions of the production norms,

which result in reductions of take heme pay, (2) decress designed to tie the verker
te his job end ts aliminate ebsenteelom, (3) extre yroduction drives such as Yhat |
staged recently in honer of Stalin's brthisy, {4) afeption of theSoviet system of
Bhekhanovism, which oreates a laber slite cousing resentument ameng the ether werkers,
{5} fadlure to faifill premises to replace ohsslete pachinery and te eliminate
indugtrial haserds, and (6) extreme pemalties for sabslage vhich is defined as s
jmalode even the mopt imnecent mistakes,

Remnining elements of the riddle class sealize that under the Corpumist system
thelir ‘h&m fs limited, The prefessicnal pespls and teckmiotans vho sre #till useful
mmmrmﬂmaamwxumwmmsw.wswmm |
are trained to replace them, Nen-essemtlal members of ithe middlo class ave ferced
4» take laboring jobs, snd pelitically unseceptetls psople are wmble to £ind

&mm@ﬁmmmgmmahismmgwm sf existence.
Deppite contimed mmwwsmmmmzmmmummu
sationnlized, there is widespread fear that it will be. Tredesmen are alvendy se
pastricted by limitations on lloenses, persommel, kinds of goods seld, eto, a2 well
a8 by other discriminatery practices designed to place ther: at a dissdvantage in
oospeting vith state stores, thet their existence is precarieus,

The spathetic resction ef pecple to rationslisation is ene of the factorse
weaponsiblic for the deterioraticn In the management and eperatien af nationalized
spterprisce, Nationslized restamrents, hotels, eto, repertedly shownd sn Gmediats
deciine in efficlency Pellewdng naticnalizstion; natuyally the consumer resented
the resulting lew quality of goods and services,
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JUN 16 1950

MEMORANDUM FOR: Assistant Director,
Office of Reports and Estimates

SUBJECT: “Financial and Commercial Operations in Tangler,!
IP-80, 26 April 1950, _

1. Subject study prepared by your staff which was
requested on behalf of this office has been received and reviewed,
2, Tais study is highly satisfactory in ils scope and
organization, It has been of much value and will undoubtedly be
of additional assistance. We are appreciative of the care with
which the study has been produced and grateful for the cooperation
of your office,

25X1A

Assistant Director for
Policy Coordination
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8 March 1950
MEMCRANDUM FOR: D/Pub,ORE
ATTENTION - 25X1A
SUBJECT i Request for Information

1. It is requested this office be furnished
information on the free currency market operations
in Tangier,

25X1A 2. M o5 this office has alresdy discussed

the matter with your people.

25X1A

Reference;
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EMARKS;
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INSTRUCTIONS: Officer designations (see separate sheet) should be used in the "To" column,
Under each comment a line should be drawn across sheet and each comment numbered to correspond
with the number in the "To" column. Each officer should initial (check mark insufficient)
before further routing. This Record and Routing Sheet should be returned to Registry,

FROM: + |[ACCESSION NO.
ISB & March 1950 C~os528
) DATE RECEIVED IN S. A,

E g,
DATE

OFFICER'S
To ROOM NO. REGEIVED FORWARDED | INITIALS COMMENTS
\.D/Pub, ORE

ttin: 2316
. 3"14" 25X1A
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8 liarch 1950

L ORAFDUNI FOR:  D/Pub,ORE

25X1A
ATTENTION H _
SUBJECT ¢+ Request for Information

1. It is recquested this office be
furnished information on the operation of the
markets in securities and commodities in
Tanclers, and a report on representative
prices of same as of any recent date.

25X1A 2 Hof this office has already
discusse he matver with your people.

25X1A

Acting Chief, Intelligence Suyport
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IP-80 FINANGIAL AND COMMFRCI:L OPFRATIONS IN TANGIER

The completely unrestricted market in the internationalized city
of Tangier is one of the few places in the world where the values of forsign
exchange snd gold are determined by the law of supply and demand. The city
consequently has become a haven for harried Duropean capitalists, and for
tgat-rich-quick® operators who are evading financial controle in their own
countries,

The gﬁatast source of private income in the International Zone

probably is the commissions sesrned by bankers and money bfokers. The next
largest source is derived from contraband traffic in goods, gold, and
ourrencies with the other zonss of Morocco and the various Mediterranean
countries.

A. Commercial Operations.

Manyg busineasss are organized in Tangier to avoid the stricfer regula-
tions and the higher fees of other areas, The gr‘catest number of firms
80 formed sre holding companies. There are also, however, = minority ¢f m
firms actuslly doing businese ‘in the area, as lel as many organizations
engaged in illicit operations. The formation:.of a company does not necé;aar;.ly
inerease the avallable working capltal in the area.

A sompany may be organlzed with no other formslity than the registration

of a name and address, the declaration of a nominal capitalization, and the

Approved For Release 2005%“1 CIA-RDP79T01049A000100080001-8
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payment of dertein fecs and incorporation taxes. The fee for &mm:mting'
# business 12 one-fourth of one pureent of the announced csplital, or 350
frunca on 4 capitalisation of 100,000 francs, There are m&zg:m peraonel
jor ewwrati;a%;m jor axcens yrofits texes. A4 toker ennusl patente
of "businesa” tax ie collected, the amount depending upon the sise and

| nature of the enterprise, There is, in addition, e real setate tax of &
peraent of the rentsl value of the prepérdy, and & emsll charge for stemps
placed on sertain receipted billa. fiv inquiries are made into the nature
of the business, snd npo finencial atatomenits are ever required.

The four types of cormerciul organizuitions are MM {ourpo~
ration), m’fg{ an lom Colleotive {partnership), jociéte en Commendite
(13mited pertnership), end Jpoiets & Responsibilits Limitee (limited liability
company), 2bout 99 percent of sll businesses are Jogietes inonymes; during
2949 630 new business organizations were sonstituted. Tho following compari~
son ¢of oapitalisetions is of passing interest only since the ususl stated

capital is 10,000 frunto and does not necessarily give & true indicetion

of size,
itse & o)
Busber
¥say Eormed  Mor, Frengs  Pesstss  Pounds  Dollare  iwiss Frencs
1546 40 419,380,000 14,828,000 34,300 279,700 100,50
1847 &17 318,347,000 33,880,000 25,0 881,700 4y 515,000
1948 506 632,700,000 14,093,000 30,000  €13,400 #12,000
il
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Invasteant and flight caplbal thus introduced mre of ismvorianse to the
Tengler soonomy, but thay do mot sake for atablility,.

A m‘af the tope of orgenimsticn craabed in Tangier is the
gentral sales agency of a resently formed Furopesn salt sartel {(insluding
produsers in Frenee, Spain, Itely, Prench Jomsiiland, Tunisis, lorooes,
and Pronch West Alvica} which will be immrnwd in Tangier hessuse of
the unerthodox vonetery and forelgr exchangs considerstions. The leading
firm in this Mﬂ. is Preuch und has & wirteel monopoly in france and
wmﬁn of the Prench Yverseas Territories. |

Tho followin: list includes thoeo firmy engaged in legitimadbe operadions
or In the lste sbogen of orgenisstion daring 1968 in whieh & subgtential direot
privete U2 interest is bellsved to exist, There are undoubbtedly other
Lirms in whish pedvale U5 capital $s fnvested throush holding companies in
& third country.

1, Joserk Hendaysn .and LOMPEny - gaém-al agents 1l Sorceco for the
mimm Refirdrg Company, Philedelphis, Pa.; importars and merketers of
potroleus products from the stlentic Refintng eamng of North africa,
wilnington, Del. The purtners, Joswch J, bendayan and Mair Abitol, are
m@m proteges. Oross sules in 1948 were declared to be $750,000. The

Lirm bires 12 senlovees.

~Gm
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2, Coea Cola Bottling Plant of Tangier — bottling and diatribution of
Mbumtad heverages in ‘ngiar. Thia fira is mmeﬁ eatright by the
Tangler Investwent Company of Delaware which holds the concession from the
Goca Cols Export Corporation. The President 1s Hugene Carusi, an American,
and the Vice President and General Menager iz John 4. Rysn. Uross sales
in 1948 were declared to bjg $50,000. The firm employs 25 peraons.

3, Pirst Banking Corperation —— internationsl banking operations.
There is no Americen affilistion, but the President, Edouward Le Roux, is
&n American. Operations cemmenced in December 1948, ‘I‘h; capital of ;&135,00&
is contreolled by US citizens. Four persons are employed.

‘&. Hackay Radio and Telegraph Compeny -- a branch of Hackay Fadio and
Telegraph Company, &7 Broad Street, hew York, I’i.’?t. & radio relay station
is operated in ’I‘mg.iw. The manager, Benjamin F. Harrison, 1= an American,
Of & total of 125 employees, 12 zre US gitiscm,

5. R.C.h. Communications, Ing. - branch of R.C.i. Communicstions, Ine.,
46 &oadlszraet, Hew York, N. Y. A radic relay station in Tangier is
operated, indrew W. long, an American, is the maneger. Of a total of 86
employess, 1l are U3 citizens.

6. 3inger Sewing Mac: ine Company -~ & branch of Jinger Sewing Uachine
Company, 149 Broadway, iew York, K. Y. This FATH fs an importer and retailer

%n
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of gewing machines, purte, and sundries. Its manager, Jos€ Marques Hernandez,
is Spanim. Gross sales for 1948 ﬁere declared to be $65,575, and value of
investment £146,058, The firm hires 22 g@ployeoa.

7. Socony-Veocuum Oil Company, Ine. -- a branch of Sotony~Vacuum Cil
Ggmny, Inc., 26 Broadway, Hew York, Y. Y. Imports and markets petroleum
products. The manager, Joaguin hufz, is Spanish., Groas sales for 1948 were |
declared at %{;65,’?63. 35 perasons are employed.

B. Banking Operations.

Tangier possesses more financial institutions then any city of cemf:arablu
size, There are sbout 45 so-called banks, of which about 20 are anly
brokers for foreign exchange. The transfer of capital from cauntx-'ywto
gountry is faciliteted through these Fangier banks. In addition there are
gome 4O commercial companies whose charters authorize them to perform banking
functions, although they are not actually engaged in such activities to any

. axtent, There is no central bank or is there any control upon the activities
of the local banking institutions, which are not even required to publish
statements, TFach bank does, however, deposit a balance shest with the
Mixed Tribunal (principal judicial body) each year; these statements are

not made public. Regulations to restrict the establishment “4faew banks

are being considered by the Committee of Control (internationa.l governuental
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advisory body with veto power} as an entering wedge -into the present wildcat
situation, This proposed lsgislétion will meet serious opposition from
even the most congervative banks in the z@m%as it would threaten the con-
timuation of quigk and easy émﬁts now nossgible.

The interest rate on peseta and franc loans is normally 6 percent,
while that on dollar loans vaf-ies between 5 and 5% percent. Such loans are
generally for 60 to 90 days agair;s;t; @llatersl. | Hortgages are in demand

at 8 or 9 percent in all currencies, letters of credit are issued on a

margin rangingfrom 20 to 40 percent with interest at 55 percent and commis-
sion at three~fourths of one percent. :

The following banking institutions are probably the most important in
the Zone, Host have US correspondents.

1. Bance de Bilbao, a branck of the 3panish banking institution of the

aame nane.

2. Banco de Espefia, a branch of the Spanish institution of the same
name, In December 1949 this branch bank announced its inteniion of charging
interest on its current peseta accounts. The rate was established at one-

+n
fourth of one percent, payable every three months on the largeat balance
Pacd
in the account during the preceding quarter. This regulaticn went into

effect on 1 Jamuary 1950 for private depositers and on 1 February 1950

for deposit sccounts of other banka. Although this rate is very low, it

Approved For Release 2000/04/17 : CIA-RDP79T01049A000100080001-8
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will tend to giiaeourage large peseta depoaits in this bank,

3. Mo Popular Fspafol, & branch of the Bance Popular Espanol of
dadrid, Capitalization: 132,000,006 pesetaa,

4, Benco Salvador Hassan and Hijos. Joe Hassan, Director.

5« Bance de Vizcaya, & branch of the Spamdsh institution of the pane

b, Bank of British West Africa, iy, A!lan H. Selley, Diroctor':;j% This
bank le situsted in the heart of the native town, squeshed in &et.wem curio
shops, & money changer's stall, and various sorts of native shops. Before
ﬁarld.’esar I];, & new account of 10,000 francs was extremely unusual. During
" the war the Director on occasion asked his clients to withdraw hundreds of
aillions of francs because he had too great a quantity. | In 1947 he refused
goeld deposits because hig vaults were packed to capacity.

7. Crédit Foncier d'Algerie et de Tunisie, Director, Hax Ralda.

&, Banque d'Ftat du daroc, & branch of the bank efj;saue and central
bank of French Morocco. Direstors; Edmond Spitzer and Ftienne Rizet. Thig
bank was incorporated in Tangier. Uhile its home office theoretically is
Tangier, actually its operations are directed from Rabat.

9. Bangue Commerclale du Maroec, & branch of the Casablanca bank.
Cepitalization: 100,000,000 francs. Director, Rene de la Bollardiére.
10, Banque Jakob Alster, a private institution operated by a Polish

national, Jakob Alster works mainly with Spain and South Afrieca, He has

Approved For Release 2000/04/17 _4:IA-RDP79T01049A000100080001-8
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the reputation of covering his tr#uka so well that, although his activities
ares carefully watched, nothing haé yet been found against him, He charges
a flat rate of three percent for transferring pesetas from Spain to Tangier.
Tn December 1948 he was reported to be dealing in Relchsmarks which were
reaching Tangler vis Switzerland. ne was alleged at thet time to be opera-
ting a Soviet-controlled bank, comparable to the Bank of Northern Burope

in Paris, through which Soviet transactlons with Spain during the Spanish
Civil War were financed.

11. Bangue Parients, correspondent of Brown Brothers-Harriman of New
York. Director, Aaron Abensur; Manager, Maurice Abensur. The Pariente
bank operations are two-fold, being on the one hand correspondent for the
Bank of Inglend and consular bank for England and the US. This side of the

| T ‘w
business is respectable and normal, On the other hand Abensursallegedly
offered to sell smugrled saccharin to a British national.

12. The International fivestment Banking Corporation of Tangier.

The directer is Mr. Wallbum, & i‘xormn refugee with a Jewish wife. The
Wellbums arrived in Tangier in the early days of World var II and were
extremely poor. By late 1949 they had msgod a tidy fortune.

13, Bengue ﬁaroé;ins de Crédit. Gapitalizatiom‘ 100,000,000 Moroccan
francs.

1,. Bangue Naticnale pour } ce et 1!'Industrie (Afrique), &
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branch of the Algiers bank of the saxe name. Director: de Portalis.
Gapitalization: 300,000,000 frencs.

15. Banque Transcontinentale. Capitalization: lazso,ooo.

16. Nicholas Aosenbaum, .Thia bank is a partnéfship of Nicholas Roasn-
beum and David Wetzler, Yhen Rogenbaum arrived in Tangier in 1940 his sole
capital was three gold watches sewn inside his goat. “4n 1949 he was &
wealthy man, lHe will get capital out of any country for a flat fee of 20
to 25 percent, or from the 3oviet and Satellite states for 30 to 40 percent.

C, Honey Changers.

In addition to the recognized banking establishments, thore are scores
of small money chengers and axnhango'brukers. The following were listed in |
the Annuaire Commercial de Tanger for 1948-49:

ds M‘walo Capilla

J, A. Benchimol

Moises Bendayan

Diego Cano Marchena

Igade M. Chocron

Jacob ¥, Chocron

Marcos Cohen

4. Delmar and Hno.

Isaac Edery

RET .
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Mesod Esebag
Jacob Muyal
Henahem Muyal
Biddam and Idery
~ Huflez and Castiel
3. A, Sanenes
D. Currency Transactiors .
The Bangue dtﬁt#t. du Marec, whose central office is in French “orocco,

is the suthorized issuing agency of the legal currency of the internstional

Zene, the Moroccan franc., The only notable regulatlion derives from Article

23 of the Tangiai Statute which provides thet the rate of exchange between

the franc and peseta ghall be fixed daily by this bank after verification |

and endorsement by the Director of Finance, The peaeta 1s an esceptad

medium of exchange, its position dating from the Spanish occupation of 1540-45,
It is eastimated that there are at; least one billion pesetas circulsting in
Tangler, or about five percent of the total pesetas in oircuiation. although

the amount of Moroccan franes in circulation in this Zonie cannot be estimated,

the total in circulation in both the International and French “nes is 24
or 25 billion.
Because there is neither a central banking organization nor an institu-

tion sufficiently strong to dominate o Bkiontrol the mukket, the values of all
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surrencies are subject to sudden fluctuations, in general the Tangier rate
may be sald to refleot more‘ nearly thg true exchange value of any currency
whidh 1s overvalued at 6?{10131 rates, Thus the Ha:oecan frane sppreciated
markedly during 1949 while the Spanish peseta depreciated. This Qaa due
pertially to the simplification of axchgnga regulitions in the franc sres
vurhile the multiple exchange rates Ain the peseta area became even mr§ complex,

Tangier was not grgatly affected by the currency devalm;iom; in
September 1949 because currencies were slready being traded on the free
exchange at levels approximating their post-devaluation rateé. One important
commercial reault of the devaluation, however, was the virtual cessation
of the pound-dollar switch via Tangier which had caused considerable anxiety
in London financial circles., After devaluation the difference between the
officlal dollar '}alue of the pound sterling and the Tangier rate ®as oo

- 8mall to make this operation profitable.

E. Gold Trensactions,

Tangier's lamg lmport is gold. It is the only place in the w rid
ﬁhara private import and export of gold is legal, A Tgngler law of 28
December 1948 imi)oaes no duty on gold and silver in transit and has encouraged
the use of Tangier as an exchange, This gold may be stored locilly for

one year without payment of duty. Thus in 1549 more than 15 million grams

SECRET
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of gold ingots and coins entered Tangier by legal channels a{nd almost 9
million grams were exported without payment of any duty.

In 1‘?&6 and 1947 mier gpld dealers imported colns from Switzerland
by ;sir. %mng the Swias 5anka involved in these t{ransactions were the

vﬁoeiété de Banque Sulsse at ﬁnna and the 3chwelzerische Volksbank at
Zurlch, Generally speaking export permits were granted without difficulty,
peyment being made in Swiss trancs. The major part of the gold sold by
one dealer, Nicholus Kosenbaum, was purchased by local French and Spanish
banks, espocially the french Banque Commerciale du Maroc,

During this period there were lurge importations of Mexican centenarios
under a license issued by the Mational Bank of dexico, Lhe Mexican gold
pieces were purchased with dollers and imported by air via New York. This
Mexican gold wes also scld to banks but & large portion was alsc purchased
by jewelers, There was no large market in gold ingots as the price of the
Maxican gold currency approximsted that of the gold mgo‘h;.

Towarid the end of 1947, the Swiss and ﬂexix:an authorities prohiblted
the axport&tian of gold and the trade slewed down considerably,

Since 1947 the price of ingot gold on tha.Tangier market has risen
from about 327 en ounce to 50 an ounce. Jhe recent increase in the amount
of gold on the world market may have forced the price dom in Tangiler,

Easentially the local market for ingot gold iam not large beceuse foreign

SECRET
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exchange transactions are free, wund there is compleia anonyaity in all
business and hence no fdar of confiscation or taxation,

In June 19&9 the value of all gold deposited in Tangler was estimated
between 5 and 10 milllon dollars.

Most current transactions are restricted to buying and selling within
Tangier. Small smounts of gold are believed to be asmuggled into Italy
and the Middle East,

: 8ome of the gold coins circulating in Tang;ier are undoubtedly counter—
feit. The majority of such coins are believed to have been made in Ii:.aly‘f
The gold content, however, is approximitely the same as in gemuine coins,
In & nunber of inatances Auntﬂan or German gold pieces have been z;zglted

‘dmm and restamped as British, American, or Swiss coins., The British

Porelgn Office is particulurly concerned over the counterfeit British sovereigns
in gireulation and has comuenced an investigation,
The largest gold operator in Tangier .is said to be Wiue tenri Lagasse,
blacklisted during World Wer II for collaberation with the Germans in
Paris, lLisbon, and Tanglier, but apparently cleared of such charges. The
Chief of the Securitk Section of the Tmagier Police has reported that the
home of lagasse is used as a storehouse for geold and is equipped with
erucibles, rollers, snd other metallurgical equipment, and has estimated

lLagesse's hoard at ten tons. Lagasse has bLeen lnvolved in gold transactions
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with the Banco de Fspafia and is believed to lave sold amall quentities
to the Bangue de 1'Indochine,

Efforts ¢f local businessmen to o;grat; stock exchanges in Tangier
have been looked upén with disfavor by the Internstional admiaistrat.ion,
particularly the Assistant Administrator for Finande. Hevertheless,
for seversl years there has been considerable agitation to establish a
stock exchange, and to interest American investors, As a result the
Sociéte Boursidre Tsngefoise was created in January 1949 to deal in
sasuritiea, commodities and foreign exchange futures, 3y antumn it hed
veesed to funetion.

On February 1950 a similar organization opened for business under
the name of Bourse Internationsle Libre de Tanger (Socio’i.e( Priv;a) -~
International Free Ixchange of Tangler {a private company). The announced
capitalization is 1,500,000 pesetas. The operations of this organization
for the first month of its existence were limited to transactions in
gurrency, principally exchanges of pesetas against dollars and doreccan
francs. Business averaged 3,000,000 pesetas per day. UNo fees were
¢harged during the first month,

As presently organized, there is a preponderance of Spanish interest

in the organization. The principel officers are:

SECREY
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1, Vittorio Merello, Chairman of the Board of Directors. ‘e is an
officlal of the Banco Comex:c&glc Italians, and in 1928-1931; was Vice
President of its New York Branch. in 1938-1U42 he wae a#scciatgﬂ with
rﬁhe Banco Sacional de Laboro in Madrid, 3pain, and with the JAFBI, an
official Itallan trading orgenization with headguarters in Rome,

2, Henri Pérés, Vice Chairman of the Board of Directors. He 13 &
direotor of several French commercial and trading firms located in
Tangier, and a% present is honorary president of the International Chamber
of Commerce, Imiustr:,g and Agriculture of Tgngler,

3. Julie Gomez Monche, Vice Chairman of the Board of Directors., He
is & Madrid lawyer who divides his time between Madrid and Tangler, He
is also asaoclated with various commercial and financial enterprises in
Tangisr, the most mrunt of which is the Real Estate Bank of Tangier,
of which he is the menager. ‘'¢ also has been reported as an agent for
the inst.it.u:w Vspanol de Moneda Extranjera carrying out pmrchases of
foreign exchange against pesetas on t.?xe Tangier market. Authenticity
is lemt to this rumor by the sympatretic interest in the Bourse displayed
by the Spanish Consulate General and the Spanish banks in Tangier.

h. Emilio Polo, Manager., He is an associate of Gomez Monche in the

Real Estate Bank of Tgngier.

l5m
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Other membera of the Board of Directors are:
Edmondo Turce, Italian financler.
Hartin Velez, Director of the Docks de Taiger.
Xavier Martinez de Bedoya, atiorney sveclalizing in international
law,

The expenses of ‘the Bourse at present amount to 50,000 pesetas }:Qer
month; officlals who are slso stockholders; ere not receiv;&ng salaries.
Ancther 500,000, ralsing the capitalization to 2,000,000 pesetas, are
required and will be ralsed from the sale of seats, dues of stg:eitbrakers »
ete, The Bourse anticipates an operating less for at least two years.
mabﬂldjng which it occuples is rented.

The Bourse plans to organize e stockbroker's syndicate, or "Colegle
de Cervedores de Aduanas.® Initially, there will be 15 or 16 local nembers.
Hepbership will cost $500 and will give the right to operste on the
floor and to be listed among the official brokers. The management will
acoept as members locel and foreign banks and brokers, the last only
if regularly registered in the official 1ist of the stock exchanges of
their countries, Jeats are nominative and can be transferred to other
persons or firms with the approvael of the management. Foreigr msmbers

may be represented by sn suthorized person or company duly appointed.

”lb-
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when this phase of the program has been completed, the Bourse hopes
to sell 50 or 60 additional seats locally and abroad. In addition to the
| initial cost, these members v;ill pay quarterly dues in proportion to their

volume of business, based on the following schedule:

olume of Busines " Dues
Less than 5,000,000 pesetas 2,000 pesetas
5,000,000 to 10,000,000 pesetas 3,000 pesetas
10,000,000 to 15,000,000 pesstas 4,000 pesetas
15,000,000 to 25,000,000 pesetas 5,000 pesetas
Hors than 25,000,000 pesetas 10,000 pesetas

Once the Stockbroker's Syndicate is organized, the Bourse will quote
& Umited mm#ar of foreign securities, slthough the typical Tangiagr
) invaai.o;' is accustomed to speculsting in currency rather then in securities.
There ‘are almost no Tangler securities. Because the exchange laws of
France, 3pein, Itely, and the UK restrict trading in sscurities, those
handled by the Bourse probably will be principally US or Swias. ‘he
magment has announced that only securitles already listed on the Hew
¥ork Stock Ixchange or on the Swiss exchanges will be lhandied.
In addition to-the ;I'angier investors or speculators, the %nras hopes
to attract the large deposits of idle capital which have sought refuge
in the zané. Owners of ﬁzis capital are assured of anonymity so fer as
their home governments sre concerned. The Bourse particularly hopes to
attract US speculators who wish to avoid the US shorti~term capital gains tax.

The Paris Stock Exchange is represented in Tangier by a broker,

SECRE)
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G. Foreign Trade.

The principal source of revenue for the International administration
is a 12! percent ad valorem duty charged on all imports except for gold
and other commodities mv’tranait. This income has been sufficient to cover
all the expenses of the administration. Although Tangier is not a free
port, goods in transit may be stored for three months (in the case of gold
for 12 montha) without payment of duty.

Tengler normally has s substantlal trade deficit. fn 1949, for instence,
imports were valuned at 8,651 million franes (§20.9 million) and exports
at 900,7 million franes ($2.18 million), producing & deficit of 7,750.7
million franes {§12.8 million). This deficit is made up in various ways,
many of them 1llegal and all difficult to account for statistically.

Tangler serves as the entrepot for shipment'.to the US of many gooda
of nonfﬂornacm origin that do not appear in the official export figures.
Puring 1948, for instance, the lLegation certified cénéxiia;r invoices for
the ahipmmi of more than $2 million worth of goods of non-Morocean origin
%0 the US., MNost important améng such shipments me. those of dismonda
and platinum, but they included also such items as brilliants, pepper,
Aastralian hare and rabbit skinas, beaver and otter skins, and nutmeg. iy
is unlikely that the amounts paid for these exports remained in Tangier,

but they indicate one phase of the area'a trade,
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Approved For Release 2000/04/1‘??EIA-RDP79T01049A000100080001-8



Ed

" Approved For Relpase 2000/0§fB(REA-RDP79T01949A000100080001-8

The reimposition on 30 December 1948 of French Moroccan import
license reguirements adverssly affected Tangier's exrort trade with the
French Znne. its effect on banking transactions wes cven more importunt

because many goods shipped directly to Casablanca were paid for through
Tangier banks.

84x organizations in Tangler exist to further trade between the Inter-
national éona and other areas. These include:

The British Chanmber of Commerce, Perey Selwyn, president.

Camara Oficlal Fepaficla de Comercio (Offioial Spanish Chamber of
Commerce). Luls Montero Castillo, president.

Chambre de Commerce Frangaise (French Chamber of Vommerce).
Jules Richard, president,

Camara di Commercio Italisne (Italian Chamber of Cormerce).
Agusto Businelll, president,

Chambre Internationale de Commerce, d'Industrie et dtAgriculture
(International Chamber of Commerce, Industry and Agriculture).
ﬂlﬁir Eo Abit(}lg pﬂsident-

Moroccan Chamber of Commerce, Industry and Agriculture,
Had} Mohammed ben el Meki Benani, president.

The last named of these organizations was established in April 1949.
Its members are restricted to native Morcccans, both Hoslem und Jewish.
The new Bhamber was established with the approval of the Mendoubis
(Sultan's representation), although French officials had previocusly attempted
to discourage the establishment of the group., It is probable that the

French sre confident that they can dontrol this body through the Mendoubia.
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Spanish disapproval of the venture is indicated hy ;t.he absence of an official
delegstion at the inaugural ceremonies,

H. Smiggling.

“The inecome from sm&g commodities into and out of "l’angiar to
avolid payment of import duties probably ipproxﬁ.mtes that d;rived from the
exchange transa¢tions. Any commodity in short supply snywhere in the
mrid mey be found in the Tangier tfnffic , although cigareties, nyldn hose,
\ : . .
drugs sggh as streptomycin and penicillin, and gold and currency are the

principal commodities. There is no indication tdtt. trafﬁc‘in narco#:kes,

Lieurtshes, Smuggling by both sea and air takes iwo fnm; The first

is through evasion by the use of devices such as false shipping documents.
The other type of illieit traffic is the clandestine loading and unloading
of merchandise in isolated aspots along the coast.

There is a possible connection between these sumggling activities -
and Swietv intelligence. it least one boat of Albanian registry, the 52-
ton motor vessel ROZAFAT, is known to make trips betwsen Tangler, Italy, k
and Albania, Arms and agent;vcould thus also enter and leave Tangier with—
out great difficulty, but because the Tangler smuggler is interested
primarily in the greatest monetary gain possible, it is not belleved that

there is any appreciable traffic in arms and agents at present:
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&&‘l’aqﬁpt‘s were made 1n 1948 to use Tangier as a transit point for the
shipment of war 'Ix‘xate.x"’ielbto Zionist forces in Israel. o embargo was
Wn‘d by ti)e m;fhbritiés , but the International police were alerted to
prevent the movement of arms and at least ome lot of amsunition was confis-
en&d, In )‘ebruary 1950 a few small arms were smuggled frg Tangier to

the Spanish Zone of orocco ’o} a native religious sect. The Interpational

police arrested 2, persons in connectlon with the incident,gmt the hoard
-0

=
2

-

of arms uncovered was insisnificant.
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